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WELFARE REFORM PROPOSALS

WEDNESDAY, APRIL 26, 1978

.S, Sexarr,
SurcoMMITTEE ON Punric AssiSTANCE
or THE CoMMITTEE ON FINANCE,
Washington. D.C.

The subcommittee met, pursuant to recess, at 10:05 a.m. in room
2221, Dirksen Senate Office Building, Hon. Daniel P. Moynihan
(chairman of the subcommittee) presiding,

Present : Senators Moynihan, Long, and Dole.

Senator Moy~man. A very pleasant good morning to you all and
especially to Governor Dukakis of Massachusetts who 1is our first
witness and a most distinguished and welcome one.

Governor, if you would come forward, we are very much awaiting
vour views on these matters. Governor Dukakis.

STATEMENT OF HON. MICHAEL S. DUKAKIS, GOVERNOR,
STATE OF MASSACHUSETTS

Governor Dukaxis. Thank you very much, Senator. It is a pleas-
ure to appear before you and to speak with you about an issue that
you and I have worked on together in other fora and you have
worked on a lot longer than T have.

Senator Moyxtiax. May T just say that the Demoeratic platform
of 1976 was frequently invoked in these hearings

Governor Dukakis. Well, I am going to invoke it again, with your
imdulgence.

Let me also say that I have submitted for the hearing record the
written statement of other Governors who are interested in this
legislation. When I testified before the Corman committee this past
vear, Governor (arey and Governor Straub joined me and we all
discussed the bill with that committee. They cannot be here today
but their testimony will be submitted and I also have statements of
Governor Boren of Oklahoma and Governor Askew of Florida, both
of whom have been deeply involved in this effort with the National
Governor’s Association,

In addition, T would like to submit the text of a recent resolution
by the Coalition of Northeast Governors on the subject from the
perspective of all of our Northeastern States.

T have tried to reduce the scope of my prepared testimony, Mr.
Chairmani, so let me see if T ean do that, and my full statement. will
be submitted for the vecord.

(875
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Senator Mov~yiman. Well, take your time, Governor. You have
come a lot further than we have with this case.

Governor Dukaxis, Thank you.

Senator Moy~mian. And T will put the statements of the other

(Governors in the record. 4
Governor Dukakis. I appreciate that,
First, I want to begin my testimony this morning by thanking you

for your efforts to bring meaningful fiscal relief to State govern- ,

ments which, like my own, are running very hard just to keep up
with increasing medicaid and welfare costs, I think all of the Gov-
ernors appreciate what you have done and we look forward to work-
ing with you to assure that that continues in the fiscal 1979 budget.

T also want to recall, as you have this morning, the long evenings
that we spent together on the platform committee of the Democratic
National Convention in the summer of 1976 hammering out the prin-
ciples on which the present legislation is based. Those prinm}(ﬂus,‘w
vou will recall, included a requirement that people able to work be
provided with jobs and job training and be expected to work; an
income floor for poor people who are working, as well as for those
who are not: equal treatment for stable and broken families; and a
simple schedule of work incentives to guarantee fair levels of assist-
ance to the working poor.

These principles are as important today as they were then and I,
for one, feel that a Democratic Congress has a responsibility to move
more quickly on vital legislation which embodies those principles
than it has over the past 7 months.

We are all aware by now of how important welfare reform is for
the futuve of this country. And we all know as well now, as we did
T months ago, and 2 years ago, that the states cannot deal individ-
ualiy with national issues of poverty and unemployment. Those are
national problems and they are national problems which urgently
require national solutions.

We are closer now to genuine reform of our welfare system than
we have ever been and we cannot let this opportunity to slip by.
We cannot afford further delays, piecemeal solutions and “incre-
mental approaches.” We have a chance to change the way America
thinks abont and deals with work and welfare and we must seize
that opportunity.

To apply patchwork to the present programs, an increase here in
SSI, an improvement there in AFDC, but do not touch food stamps
--such an approach might make the system work a little botter, but
it does not attack the root causes of our problems.

Our system of democracy is based on prineiples of equity and
justice but the manner in which we now treat our neediest citizens
denies those principles, for there is little justice and less equity in
the way we help those who are unable to provide for their own basic
needs,

Fvery American pays dearly for this failure—the taxpayer who
is supporting a wastetul program that does not work; the unem- .
ployed father who should be entitled to a job, not a welfare check;
and the elderly citizen who needs help and is not getting it.

The President’s program, on which, as you know, Senator, the
Governor's Association and many others worked very hard, to reform
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this system offers humane and logical answers to the welfare mess
that we have all denounced for years.

The key to the plan is jobs. This legislation deals with work in a
way that is more sensible, and more acceptable, in my opinion, than
any previous effort at reform. People want to work, they want the
dignity that self-sufficiency brings with it. People who want work
and cannot find a job are caught in a system that can lead to a series
of defeats which can destroy lives. Self-respect. erodes, dreams and
aspirations fade, families suffer and children, deprived of example,
and also of education, cannot break the pattern.

The sucecess of welfare reform will rise or fall en our ability to
help people move from welfare to work.

Now, the President’s program addresses these three fundamental
ixsues. It provides jobs. Tt provides training and work experience for
people who have special problems entering the labor force, and it
provides changes in the present system so that people who are able
to find work are not penalized for it.

In Massachusetts, we have been trying to develop a range of efforts
to achieve similar goals. We have improved the system for finding
private sector jobs for welfare recipients. We have made welfare
recipients a priority for CiTA positions. We have developed a
means of investing transfer payments in the creation of permanent
private sector jobs. And we have established a work experience pro-
gram to help that small portion of employable fathers on AFDC
which nced special assistance to find and hofd a job.

Our experience in Massachusetts has graphically demonstrated
that welfare recipients indeed want to work. In the last Federal fiscal
vear, the Massachusetts WIN program helped 9,000 people find
private sector jobs—those 9,000 people made up about 13 percent of
the present welfare recipients in Massachusetts. Some 6,000 of them
were welfare fathers who found their way out of the welfare system
and we are running somewhat ahead of last year’s record in the first
6 months of this Federal fiscal year with more than 5,000 welfare
recipients entering employment in the private sector.

But while jobs are the key to this program’s ultimate success, its
income support provisions also bring a rational measure of security
to the fragmented, categorical, overly bureaucratic methods now
used to provide cash assistance.

Principles we hammered out in the National Governors’ Association
are part of this legislation. Those principles promise n unified pro-
agram for all eligible people below minimum income levels. They
assure a national minimum benefit and they simplify and consolidate
income maintenance. The result is a program that will be both fairer
and more manageable.

A system of cash grants with combined Federal and State supple-
ments is logical and allows for some regional differences where
States want to be more gencrous, The increases in the earned income
tax credit enhance the incentives to ind work in the private sector
and I support them.

Many of us have been working toward the goals embodied in the
legislation before you now for the past 3 vears. In that time, I have
seen a consensus buildipg that recognizes the urgency of the need for
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reform. The positive emphasis on work has already won broad popu-
lar, political, and editorial support for the concept of welfare reform.

Everyone loses under the present patchwork-—everyone from the
citizen who can barely get by on inadequate benefits, to the Nation’s
taxpayers who have to wonder just what it is they are buying with
their $60 billion welfare bill.

In short, Mr. Chairman, I think the time is ripe, and an over-
whelming majority of the Nation’s Governors agree, that it is time
to make the changes which will give all Americans the confidence
that our system of work and welfare is both just and fair.

We cannot do that without rebuilding the present system from the
ground up. Governors who have to work within the bureaucratic
nightmare of the present categorical programs know what we need
and incremental additions and changes arc not going to give us a
system that is unified and clear.

It has been 7 long months now since the Congress received the
President’s proposals to reform our welfare system. Representative
Corman and the House Subcommittee on Welfare Reform worked
hard to improve on that legislation. I think they have done so.

I urge you to accept their challenge and to move as quickly as
possible to see that welfare reform becomes law this year.

The President’s proposals and the work of the Corman committee
can get us out of the welfare quagmire. The program stresses jobs
and social justice and nothing conld be more different from the pres-
ent system.

Jobs and social justice. There is ver; little on the national agenda
that can be more important than that.

I would be happy to answer any questions that you may have,
Senator.

Senator Moyx~trian. Well, sir, that is a good start for the day.

One of the things that needs to be said, and here is a good place
to say it, is that the degree to which we have got some strong political
movement toward welfare reform here in the Congress is very much
a measure of your performance up in Massachusetts. .

1 do not have to tell you this is an intensely emotional issuie in
which feelings are often dominant and in which there is often not a
very great deal of attention to fact, but a gi at deal of disguising of
facts. One of the reasons people have distrusted welfare reform, I
think, in the Congress, is the feeling that the persons who wanted
it were not particularly tough-minded and that they did, in fact,
have very soft ideas like, life is best if you do not have to work, and
vou do not have to account for yourself. But you came along in
Massachusetts, a Governor of impeccable liberal background, but
tough-minded. Tt may have something to do with being Greek. 1
mean, early in life you assumed that 1f yon work for a living, it is
better than not working for a living.

Governor Dukakis. Yes.

Senator MoyN1iaN. And you have made it clear that welfare re-
form is on the top of the agenda of people who, in the end, would
like a system in which there was very little welfare and who do not
see it as a preferable alternative, but as a transition, and one which
should be made.

Governor Dukaxis. Yes.
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Senator Mov~xinan. You have really been very successful. You,
and, I guess, we have been saying with one other very large group
which is, obviously, the women's'movement, that work is not some-
thing punitive. Most people, most women, do work.

Governor Duxkaxis. Yes.

Senator Mov~mmaN. You have been very successful in Massachu-
setts, and yon have not had the best economic climate in the past 3
years in which to do it. Would you tell us a little more, because it is
0 important. It is the one thing that has really been added to the
President’s program, and you are absolutely right, it is the key to
the program.

Governor Dukaxis. Well, T wish T could say tc you that we have
been as successful as T would like to report to you, but we still, as
you know, are facing caseloads that continue to creep up despite a
great many things that we have been able to do.

And the work experience program about which my impeccable
liberal credentials have been questioned in my own State rather
vociferously over the past year or two is moving more slowly than
I would have hoped, because we have faced almost daily court
challenges from people in our State who do not want to see a work
requirement in cffect as part of our unemployed fathers program.

But with all of that, I think I can say to you that the combination
of a much-improved work incentive program; the pulling together
of the various pieces of our manpower efforts—CETA, our Division
of Employment Security and our Welfare Department who are really
working very closely and very effectively together for the first time in
a long time; and the effort to create or graft on, really, the present
system in a not very satisfactory way a transitional work program
for unemployed fathers in intact families—has had, at least in my
opinion, a salutary effect on people’s perception of the system, on
what it means, and has helped to encourage what I think is a healthy
view. That view is, as you put it, that those of us who are working
for welfare reform are not working for it because we are soft or we
think that evervbody ought to have a handout. Quite the contrary.

What we feel very strongly is that the most dignified kind of
existence is one in which people are engaged in productive employ-
ment, whether in the public or the private sector. And we have been
able, as the figures that I gave you and others in my prepared state-
ment indicate, to help a great many people get back into productive
employment—in some cases in public service employment, but in-
creasingly in the private sector, using both training and transitional
programs to do that.

How have we done it? Well, we have gone ahead and tried to do
it. I think the effort has broad public support. I think everybody
agrees that Government has a responsibility to people who cannot
be expected to work and help themselves whether it is SSI where,
incidentally, we have the highest SST benefit for single, elderly peo-
ple in the Nation and T think we are fifth or sixth when it comes to
AFDC. We have tried to be as generous as we possibly could under
what have been very difficult fiseal and economic circumstances.

But the notion that, if Wwe are going to make a guarantee, Senator
—and T think we should—to people who, for one reason or another
find themselves unemployed, that that guarantee ought to be a job
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and not a check, is one that has very broad public support, as you
know. And it is not difficult, as a Governor, to win broad public sup-
port for that kind of a program providing it is done well and sensible
and it is viewed as what it is supposed to be, which is not a perma-
nent kind of a dead end existence on some kind of a grasscutting job,
but a transition into the world of work, particularly for people who,
in many cases, have not heen employed—and, as you know, it is very
difficult to place somebody in the private sector when he comes in
with a work record which consists of 3 vears of welfare.

Employers are very skeptical about his ability to work. And one
of the things that we are trving to do through this work experience
program is to help that person develop a work record that he can
then take to that private sector job and use as a means for reentering
the job market.

So it is beginning to work. We are facing constant court chal-
lenges and we will be back in the courts, I suspect, once again
within a few days, but T think it is working and it has been a com-
bination of a lot of things that have made it happen.

Senator Moyntiran. I do not want to press you, but let me just
ask, is it not a curious kind of upper middle class disdain for the
experiences of other people that insists that nobody should have to
work? It devalues the only experience available to most people,
which is to earn a modest living, raise their family and be part of
a community. This is the life that most of us live, and I do not think
the class bias in all of this has ever really been, as the Marxists might
say, demystified. If you come from the leisure class you should
naturally feel nobody should have to work. If they had to work,
they might make you work. It is something that you were not neces-
sartly entirely interested in.

Do you have some of that feeling?

Governor Dukaxis, Well, to some extent, There is, I think, & rea-
sonable apprehension on the part of the people who, by no means
could be considered upper middle class people, at the lower end of
the scale, particularly among minorities that

Senator Moy~1man. I mean the places in Harvard Square where
these initiatives come from.

Governor Dukaxis. Well, in those places, I am inclined to agree
with you. As I say, I think there is a reasonable concern that we have
to be sensitive to among others, minorities and people who are at the
lower end of the economic scale. The concern is that mothers will be
forced to do domestic work for the rest of their lives, and that is, for
many, what a work program means when we talk about it—1 think
that places on us a speeial responsibility to make sure that, when
designing work programs and training opportunities, we are doing
so for good jobs and permanent jobs and jobs which, I hope increas-
ingly, we can bring to our urban communities. And that sentiment
is one that I think we have to be sensitive to and we try to.

But T am as puzzled as you are by the other response, which I
confess T have heard more of in the past year, year and = half, in
Massachusetis—and that is that there is something demeaning about
working. T do not understand it, and frankly, T think it is demean-
ing to a great many people who are working, and working oftentimes
in jobs which are not the greatest jobs in the world, but which they
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believe are worthwhile and which bring with them dignity and in-
come and a feeling of self-respect.

Senator Movyman. I will not detain you on this point, but I will
offer you an old professor's observation of what the Marxists refer
to when they talk about demystification. To demystify is to reveal
the class interests behind otherwise inexplicable activity. It seems to
me that most of this disdaining of work comes from a group of people
who are not exactly of the leisure class but are of a social class where
work is not entirely necessary.

And to disdain the work in others means to exempt yourself from
the same demands. It is a very casily biased kind of social class
action, and it demeans one of the most meaningful experiences most
people have, and people ought to be ashamed of it.

I am happy to see that the chairman of our committee is here.
Governor Dukakis has just given us a very straightforward state-
ment in which he talks about the success in Massachusetts of the
work orientation in their welfare program. He invoked that famous
Democratic Platform of 1976, which you have heard before, Senator
Long.

Would you like to ask some questions?

Senator Loxa. Governor, please pardon me for being late. Some
Vears ago, someone instructec{) me that if you want to remain in this
body you ought to be sure to make a little TV program once in
awhile and send it home so that the home folks know what you are
doing and that you are here on the job. That is what made me late.

I have been reading vour statement while I have been hearing your
discussion. et me just congratulate you for the imaginative work
that you are doing in your State to improve on your program. I
notice that in the child support enforcement program that, by some
standards, your State heads the list of people who are putting the
pressures on fathers to do the right thing by their children.

We in Louisiana do not measure up that well, but we have ambi-
tious plans. I talked to Governor Edwards about it and, after this
session of the legislature, we hope to profit by your experience, If
we can get fathers to do what they ought to be doing for their chil-
dren, and if we can assure everybody an opportunity to work and then
make the work effort more attractive than just sitting there drawing
a welfare check, I believe that we have a chance to do something for
the people of this country.

I really think we cannot applaud too much the Governors like
yourself who do not just sit there and let a bad situation get worse,
but who take ahotd of a situation, put some good people into it and
proceed to see what can be done to improve on it. We ought to be
partners in that and while T may have some differences of opinion as
to just exactly how it should be done, I am willing to let you do it
however yon think it should be done, provided you show us the same
consideration in Louisiana and let us do it the way we think it ought
to be done.

Because if you can prove that you are right, then I would be
willing to move in that direction, providing you offer me the same
consideration. T do not think anv of us are perfect, but it has been
my experience that even a blind hog can find an acorn now and then.
I think we can all try to improve on what we have.

2-426 O - 1B - 2
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I thank you for your statement.

Senator Moynrian. Governor, I would just like to report that
what the chairman was referring to is that in this little blue book
called staff data and materials on public welfare programs, there is
a table, No. 20, which ranks the child support enforcement in terms
of the ratio of expenditures to collections, and Massachusetts comes
out first in the Nation,

I have said in this hearing, and probably much to the distress of
some people, that I often wonder why it is not deemed to be a
legitimate right of women to have the men who father their chil-
dren be required to help in their support. Among all the elemental
claims of the social bond, that parents should share in providing for
their children, seems to me most important.

One last point I would like to make to you, sir, is to say that you
very properly urge us to accept the challenge of Representative Cor-
man and the House subcommittee, and to move as quickly as possible
to sce that welfare reform becomes law this year.

Well, as you know, we are still waiting on the House, and we can-
not accept a challenge which has not been presented to us. We have
had a very important independent development here in the Senate
which is that Senators Baker, Bellmon, Danforth, and Ribicoff have
come forward with a program of their own which is a very attrac-
tive one. You might want to comment on it.

But I guess I want to ask you, do you have any feeling what the
situation over on the House side is?

Governor Dukakis. Well, Senator, I am very loathe to try to
suggest or make recommendations, I have enough problems in my
%wn legislature, let alone trying to advise the Congress of the United
States,

Senator Moy~izan. We are trying to give you a day off. You can
come down to Washington and just complain to your heart’s content
and nobody—— -

Governor Dukakis. I am not quite sure I know what is going on
back there in my absence, but there we are.

But T would say this, very respectfully—I am speaking to two
Members of the Senate whom I have a great deal of respect for and
whom I think are strong and thoughtful and very strongminded
people. Every once in a while. T find. at least at the State level, that
the niceties and the courtesies have to be dispensed with and that
sometimes I have to encourage my upper branch to go to work on
things because the lower branch is not moving, and sometimes it is
the other way around.

I had a very sweeping court reform bill which was my major
legislative priority last year and I am still waiting for it. But if it
had not been for my senate, which began to get very impatient at
the delay over on the house side on that bill, which was probably the
key legislative issue that year, we would not be as close to passage
as I think we arve today. :

I guess the only thing T can say to you, particularly since, T think,
both of you were monitoring and, to some extent, involved in the
process that led up to the President’s bill, that there has to be some
way whereby this Alphonse and Gaston act ean be broken. And if
that means that the Senate has to take things into its own hands a
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little bit and has to go to work with like-minded people on the House
side, then it seems to me that would be highly desirable.

The Baker-Bellmon bill does not satisfy what 1 think are the cri-
teria that we set for ourselves as Governors, although it is a step in
that direction. But each of us, I suppose, in the privacy of our own
ofice could come up with our own version of welfare reform.

I guess that what I am saying to you is that I think we know
what is needed. I think we agree that it has to be comprehensive,
however one defines that, and I would just strongly urge you to
exercise some initiative here and give the IHouse a sense of your own
sense of urgency about grappling with this problem. And X think
that one can do that without violating whatever traditions or rules
that there may be between the branches.

Senator Moy~man. Well, certainly, it is more than a tradition. It
is the Constitution. This bill is supposed to originate in the House of
Representatives. It is essentially a revenue measure.

We arve holding these hearings precisely for the reason of telling
the House that we are here; and we are ready, and men like Michael
Dukakis are watching us both. I want to thank you very much for
coming down.

Senator Loxa. Senator, could T just make one more comment about
the situation that we have?

You like the idea of a comprehensive plan, and I do not know of
anybody whao does not favor a comprehensive bill, provided he agrees
with-everything in it. That is just like I find the same thing on this
taxwriting committee. I do not know of any Senator who would not
be willing to vote for a tax if you spent the money the way he wants
to spend the money. -

There are some things about the President’s recommendation that
some of us are not going to be able to buy, at least not now, on an
overall basis. For example, I cannot buy the idea that where a mother
has only one child and you are able to provide her with an oppor-
tunity to work in a day care center, let’s say, and take the child to
the day care center with her, that she should not be expected to work,
that she ought to be offered the option to sit there in the home with
$300 a month and do nothing.

Now to me, and also to the welfare adminstrator of my State, and
to at least a dozen welfare administrators with whom T have talked,
they feel that this mother is going to have to go to work to do some-
thing to help support that little family, and the sooner she is at it
and forms the right kind of habits, the better off she is going to be.

We just do not buy the idea that a mother should not work until
the child is in school. We think that she ought to be trying to find
a place in the mainstream for herself as soon as possible.

We cannot agree with that part of the administration recommenda-
tion. But on the other hand, we wonld be willing to vote to find the
jobs, or to find the tax credits or incentives, and I believe the House
is going to send something like that over to us on their tax bill.

If vou can take 10 different things, all of which would have to
be part of a good welfare program, and if you can get about 5 of
them now and see how those work, if vou think that we can agree
on that mueh, and then give people the option to experiment and
to try the vest of it and see how it works.
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Tor example, T would have no objection, just from my point of
view, to let you try to apply the recommendation of the President in
Massachusetts—provided we have the option to try something that
we think would work better with an equal amount of money in some
other States. Then we could judge by the experience we had as to
which we think would work best.

That is one way we might resolve this matter. But a lot of us do
not want to get locked in in a situation where we think it would be
a mistake. We would find ourselves in a trap that we might have
difficulty getting out of. The best way to get out of a trap is to stay
out of it at the beginning, So some of us feel that insofar as this
plan leaves something to be desired, we ought to go forward with
the parts that we believe would be good for the country and allow
those who have a difference -in opinion to experiment with some of
the other approaches.

Now, thus far, the experience on this guaranteed income approach
in Denver and Seattle has shown an alarming rate of family break-
up and also it has shown a work disincentive.

If I were in the Department and this were my pet program and I
were going to try it somewhere, I would pick the two cities, or a city
at a minimum, where I thought it had the best chance. Mr. Veneman
was advocating a similar program, the family assistance plan, and
I challenged him to try it in Washington, D.C. right under the nose
of Congress to sce how it worked out. He said that is the last place
he would try it was here in Washington.

Well, they picked the two cities where they thought it would work
best, and the results are not at all encouraging on the idea of guaran-
teeing someone an income for doing nothing and then trying to get
the person to go to work .

It just makes a lot better sense, in my judgment, to tell somebody
that we are not going to order you to go to work, we are just not
going to pay you for doing nothing or, if you do nothing, all you
are going to get is » amount. You are not going to get twice that
much, beecanse if you make it too attractive, the people who do
nothing will find ways either to do nothing or to beat the system.
That happens where mama is drawing the check and she says she
does not know where papa is—but she spends every night in the
same bedroom with him and when somebody comes around asking
the first question about it, they raise the dickens about it violating
their right of privacy. —

What I want, and I think you want the same thing, is something
that will work. Just to hand people money is not going to solve the
problem unless you see that it is used in ways that encourage them
to do the right thing.

Governor Dukaxis. Senator, we, as you know, have had a discus-
sion about this, and while we may differ somewhat in just what is
appropriate in the case of that individual mother with a very young
child, let me make my own view clear, and I think T represent and
reflect the views of the vast majority of Governors. As I said before
vou arrived, if we are going to talk about a guarantee, it ought to
be a job, not a check. And we hope that this Congress will write a
welfare reform bill with that guarantee in it--and, again, T want to



885

emphasize where the requirement to work begins and under what
circumstances is something where, I suspect, we might disagree.

Assuming that can be resolved, it seems to me that that is eritical
to the success of this program, and it is critical to the success of a
lot of transfer programs in this country, not just welfare. And that
is where it seems to me we all agree, and if we can write a bill
together centered around that prineiple, so that what we end up with
ultimately is a welfare system, if you want to call it that, or an
income maintenance system for those who cannot be expected to helII)
themselves and a job guarantee system for those who can, then
think we are well on our way toward something.

I do not want to suggest, or to conclude, Mr. Chairman, that the
Senate violate any constitutional prohibition on its right to act, but
a certain amount of moral suasion at this point would be very much
in order.

Senator Moy~ruaNn., Well, you have helped us in that objective.
We thank you, Governor, and we much appreciate your coming.

Governor Dukaxis. Thank you, Mr. Chairman,

[The prepared statements of Governors Dukakis, Carey, Straub,
Boren and Askew follow:]

STATEMENT OF GOVERNOR MICHAEL 8. DUKAKIS OF MASSACHUSETTS

Senator Moynihan and Members of the Subcommittee:

I want to begin my testimony this morning by thanking youn, Senator Moynihan, -
for your efforts to bring meaningful fiscal relief to state governments which are
running hard just to keep up with inereasing Medicaid and welfare costs. I think
all the governors appreciate what youn have done and we look forward to working
with you to ensure that that relief continues in the 1979 budget.

I also want to remind you of the long evenings we spent together on the plat-
form committee of the Democratic National Convention in the summer of 1978,
hammering out the basic principles on which the present legislation stands.

Those principles included:

A requirement that people able to work be provided with jobs and job
training;

An income floor for poor people who are working as well as those who are
not;

Equal treatment for stable and broken families;

And a simple schedule of work incentives to guarantee fair levels of as-
sistance to the working poor.

These principles are as important today as they were then. And I for one feel
that a Democratic Congress has a responsibility to move more quickly on vital
legisl}ation which embodies those prineiples than it has over the past seven
months.

We are all aware by now of how important welfare reform is for the future of
this country. And we all know as well now. as we did seven months ago, and two
years ago, that the states cannot deal individually with national issues of pov-
erty and unemployment, Those are national problems; and they are national
problems which urgently require national solutions,

We are closer now to genuine reform of our welfare system than we have ever
been. And we cannot let this opportunity slip by. We eannot afford furtlier delays,
plecemeal solutiong, or “incremental approaches.” We have n chance to change the
way America thinks about and deal with work and welfare, and we must seize
that opportunity.

To apply patchwork to the present programs—an increase here in 8SI, an im-
provement there in AFOC, but don’t touch Food Stamps—such an approach might
make the system work a litile better, but it does not attack the causes of our
problems.

Our system of demoeracy Is based on principles of equity and justice. But the
manner in which we now treat our neediest citizens denies those principles, for
there is little justice and less equity in the way we help those who are unable
to provide for their own basic needs.
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Eveiy American pays dearly for this fatlure—the taxpayer who is supporting
a wasteful program that doesn’t work : the unemployed father who {s entitled
to A joh, not a welfare check: and the elderly citizen who needs help and isn't
getting {t.

The President’s program to reform this system offers humane aud logical
answers to the welfare mess we have nll denounced for years.

The key to the plan is jobs. This legislation deals with work in a way that is
more sensible and more acceptable than any previous effort at reform.

People want to work. They want the dignity that self-sufficleney brings with
it. People who want work and can't find a job are caught in a system that can
lead to a serles of defeats which can destroy lives. Self-respect erodes; dreams
and aspirations fade. Families suffer and children, deprived of-example and often
of education, cannot break the pattern.

The success of welfare reform will rise or fall on our ability to help more
people move from welfare to work. -

The President’s program addresses three fundamental issues. It provides jobs.
It provides training and work experience for people who have special problems
entering the lahor force. And it provides changes in the present system so that
people who are able to find work are not penalized for it.

In Massachusetts, we have develaped a range of efforts to achieve similar goals.
We have improved the system for finding private sector jobs for welfare recipi-
ents. We have made welfare recipients a priority for CETA positions. We have
developed a means of investing transfer payments in the creation of permanent
private sector jobs. And we have established a Work Experience Program to help
that small portion of the employable welfare population which needs special as-
sistance to find and hold a job,

Our experience in Massachusetts has graphically demonstrated that welfare
recipients indeed want to work. In the last federal fiscal year the Massachusetts
WIN program helped 9,000 people find private sector johs—those 9.000 neople
made up about 13 percent of the 70,000 employable welfare recipients in Massa-
chusetts. Some 6.000 of them were welfare fathers who found thelr way out of
the Welfare system. And we're running somewhat ahead of last year’s record in
the first six months of this federal fiscal year with more than 5,000 welfare re-
cipients entering employment in the private sector.

But that kind of thing doesn’t happen by accident. You have to make jobs for
welfare recipients a priority. And you must have a state network that can work
to get results.

In Massachusetts we have such a network. CETA prime sponsors, and the
state’s Division of Employment Security and Welfare Department are now
working together to see that people on welfare have a real chance to return
to jobs in the private sector.

This job-placement network is proving invaluable in helping people move into
unsubsidized employment. But if we are going to make sure that the three crucial
actors on this scene—CETA, Employment Security and Welfare—continpe to
work together, they need leadership and direction. The Massachusetts experience
argues strongly for enlarging the states' role in the administration of the jobs
program in accordance with federal performance standards. The bill reported
out of the Corman Committee recognizes that principle, and I hope you will
support it.

Our experience in Massachusetts also emphasizes the importance of creating
jobs that last. The Corman Committee has voted to guarantee a job for those
who are expected to work. I wholeheartedly support that change. but I also
feel strongly that we have to find ways to make these jobs self-sustaining.

I would like to see a much greater commitment to experiments with real
job creation—jobs that can continue tithout government subsidies. Tn Massa-
chusetts we have developed this concept of job creation very carefully.

We are working to establish non-profit corporations which will combine
transfer payments and contract income to perform such tasks as rehabilitating
public housing, weatherizing low-income housing, providing home care for the
elderly, and removing lead paint from public and private buildings. The income
generated hy these projects will be reinvested to make the jobs completely self-
sustaining. The transfer payments are then phased out.

This kind of project offers n dual benefit. It creates long-term jobs—private
rector jobs with a future. It alzo meets some urgent social needs. In the words
of Secretary Marshall—*“a fully implemented welfare reform jobs program has
the potential for providing local communities the equivalent of a $1.2 billion
child care program ; a $1.6 billion program of home services for the elderly and
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ill ; a £200 million program to build facilities for the handicapped; a $2.4 billion
program to ald public schools; and a $000 million public safety program.”

While jobs are the key to this program's ultimate success, its income support
provisfons also bring a rational measure of security to the fragmented, categori-
cal, overly hureaucratic methods now used to provide cash assistance.

The principles which we hammered out in the National Governors' Associa-
tion are part of this legislation. Those principles promise a unified program for
all eligible people below minimum income levels. They assure a national mini-
mum benefit. And they simptify and consolidate income maintenance. The result
s a program that will be both fairer and more manageable.

A system of cash grants with comhned federal and state supplements is
logical and allows for some regional differences where states want to be more
generous., The increases in the Earned Jicome Tax Credit enhance the incen-
tives to find work in the private sector and I support them.

Many of us have been working toward the goals embodied in the legistation
before you now for the past three years. In that time I have seen a consensus
building that recognizes the urgency of the need for reform. The positive empha-
sis on work has already won broad popular, political, and editorial support for
the concept of welfare reform.

Everyone loses under the present patchwork of jerry-built programs; every-
one—from the citizen who can barely get by on inadequate benefits, to the
nation’s taxpayers who have to wonder just what it is they're buying with their
$60 billion welfare bill.

In short, the time is right to make the changes which will give all Americans
the confidence that our system of work and welfare is both just and fair. We
cannot do that without rebuilding the present system from the ground up. Gov-
ernors, who have to work within the bureaucratic nightmare of the present
categorial programs, know what we need—and incremental additions and changes
are not going to give us a system that is unified and fair.

It’s been seven long months now since Congress recelved the President’s pro-
posals to reform our welfare system. Representative Corman and the House
Subcommittee on Welfare Reform worked hard to improve that legislation. I urge
you to accept their challenge and move as quickly as possible to see that welfare
reform becomes law this year.

The President’s proposals and the additions of the Corman Committee will
get us out of the welfare quagmire. Their program stresses jobs and social
justice and nothing could be more different from the present system.

Jobs and social justice. There is very little on the national agenda more
important than that.

THE COMMONWEALTH OF MASSACHUBETTS,
EXECUTIVE DEPARTMENT,
Boston, March 6, 1978
Hon. RusseLL B. Loxag,
Chairman, Committec orn Finance,
Russcll Senate Officc Building,
Washington, D.C.

DEeARr SENATOR LoNG: At {ts most recent meeting on February 28, the Coalition
of Northeastern Governors unanimously adopted the following policy statement:

The Coalition of Northeastern Governors supports the Better Jobs and Income
Program, H.R. 9030, as amended by the Special House Committee on Welfare Re-
form. The Committee's changes will promote regional equity, aid recipients and
provide fiscal relief for the Northeast.

The Coneg Governors consider welfare reform one of the highest legislative
prioritics. In November, 1976, at the Saratoga Conference, we endorsed several
key principles that must form the foundation of any comprehensive revision of
the welfare system: consolidation of existing programs, establishment of a na-
tional minimum benefit, provision of a decent income for those who need support,
provide jobs and a series of financial incentives to seek regular employment and
to provide fiscal relief to state and local governments.

H.R. 9030, as amended by the House Committee, goes a long way toward
nccomplishing these goals. A total of $3.2 billion in fiscal relief would be allo-
cated to the states to relieve the strain caused by weifare expenditures. The
Northeastern states will benefit by the provision to index the basle federal bene-
fit schedule and federally subsidized state supplements according to the Con-
sumer Price Index. This provision will protect individuals in the Northeast from
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a gradual erosion of purchasing power. It will also protect states from incurring
ndded costs of maintaining actual benefit levels.

Neveral additional amendments will allow federal cost sharing of henefits to
gronps that Coneg states most likely would have covered at state expense under
the Administration bill:

Federal benefits will he provided to families with more than seven
members

Federal participation will be available for state supnlements to single
adults and childless couples

Step-parents income will e excluded in determining cash benefit levels

HEW estimates that 3.3 million more houscholds will be eligible for eash assist-
ance because of the reduction in the accountable period from 6 to 1 month. How-
ever, the amendment to provide a job to all cash ascistance families expected to
work will redue the increase in caseloads. The shortened accountable period will
also reduce emergency needs expenditures for those in financial need, hut who
would not have received federal benefits. The actual cost of the 1 month account-
able period is difficult to estimate,

The Committee amendments also protect states from the increased cost of
determining medicaid eligibility. While this is a step in the right direction, a
simpler, more feasible basis must be found to determine eligibility.

The Committee has improved the jobs component of the bill by ensuring that
sufficient jobs will be available, at an adequate wage, for all expected-to-work
families receiving cash assistance.

Finally, the Administration has agreed to provide these jobs in addition to
those that will be funded under CETJ\, which will remain an integral part of our
effort in the Northeast to provide jobs and training during periods of high
unemployment.

The Welfare Reform Bill embodies the basie principles endorsed by Coneg—

Therefore he it resolved, that the Coalition of Northeastern Governors sup-
ports H.R. 9030 as amended by the Committee and calls for its speedy passage
by the Congress.

The Coalition of Northeastern Governors feels that this bill is sound, and urges
prompt passage by the Congress.

Sincerely.
MicHAEL S. DUKAKIS,
Chairman, Coneg.

TESTIMONY OF HUGH L. CAREY, GOVERNOR OF THE STATE OF NEW YORK, AND CHAIR-
MAN OF THE SUBCOMMITTEE ON WELFARE REFORM OF THE NATIONAL GOVERNORS'
ASSOCIATION

Mr. Chairman, members of the subcommittee, thank you for this opportunity
to testify on the issue of welfare reform.

I am here today in two capacities. As Chairman of the Subcommittee on
Welfare Reform of the National Governors’ Association, I am presenting the
position of the National Governors' Association. And as Governor of the State
of N~w York, I will later address the views and needs of the people of my State,

As you know, the National Governors' Association has sought comprehensive
welfare reform. In that context, we have maintained that certain principles
must be incorporated into any welfare reform proposal. These principles include:

A unified program for all eligible people below minimum income levels;

A national minimum benefit to promote equity among recipients and
states;

A strong work requirement ;

Elimination of work disincentives;

Fiscal relief for state and loeal government ; and

A more rational income maintenance system through program consolida-
tion and streamlined administration.

President Carter's legislation for welfare reform, the Better Jobs and Income
Act (8.2084), which we at the National Governors' Association worked with
the Administration to shape, and which you, Mr. Chairman, introduced in the
Senate last September, incorporates these principles.

Yet we all know, there are deficiencies in that proposed legislacdion. The
National Governors' Association worked with members of the House to improve
that proposal. The legislation was marked up and reported by the House
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Ad Hoe Committee as H.R. 10950. And this, the Corman legislation, is better
legisiation. But it too continues to need modifications.

Now there are other pleces of legislation to address the issue of welfare
reform. An alternative was introduced in the 1ouse by Congressman Ullman as
the Welfare Reform Act of 1978, In the Senate in March, 8. 2777, the Job
Opportunities and Family Security Act of 1978, was introduced by Senators
Baker, Bellmon, Danforth, Ribicoff, Mark Hatfield, Stevens, and Young.

The National Governors’ Association is encouraged that there are other bills
which provide new ideas and approaches for dealing with the problem of
welfare. Yet we continue to believe that welfare reform must be comprehensive
in nature. And the best basis from which to achieve such reform is through
additional maodifications of the Administration’s proposal, beyond those already
attained in the work of the House Ad Hoc Committee,

Yet I am concerned whether any more work will be done at all. These are
the first hearings held in the Senate on the topic of welfare reform during this
cession of Congress. And the House has been silent on the issue of welfarc
reform since the Ad Hoc Committee completed its work in February.

I am concerned that we have lost momentum. And I am concerned lest, as
you, Mr. Chairman, once so eloquently said, we let the best become the enemy
of the good.

As I have said before, five years ago, we lost an opportunity for major
welfare reform, in part becaase too many people who agreed with the goal of
welfare reform refused to compromise on the details of the Family Assistance
Plan. Let us not close our eyes to history; rather, let us learn from our
mistakes.

I hope that the Senate, through this subcommlittee, can recapture the
momentum needed to enact meaningful welfare legislation this year. I com-
mend you, Mr. Chairman, and members of the subcommittee, for holding these
hearings.

Meaningful legislation must be comprehensive welfare reform. That must
be our ultimate goal. If necessary, we must achieve such reform in stages, and
use this year as the beginning of such reform efforts,

But one point must be made very clear. Reform this year must include true
fiscal relief to all the states. We must be very blunt about this. If it is im-
possible to achieve any type of structural welfare reform soon, then the
Congress and the President must give real fiscal relief to the States and
localities.

In summary, the message I wish to leave with you from the National
Governors’ Association, is that comprehensive welfare reform must be our
goal. And if such efforts must be undertaken on a phased basis, then 8o be it,
but that stages approach must include immedicte fiscal relief, this year.

On behalf of the National Governors’ Association, I thank you for this
opportunity to present our views, and urge you to make comprehensive welfare
reform a reality, as soon as possible.

With the Chairman’s permission, I now want to address the subcommittee
econcerning the perspective and particular cencerns of New York State.

As I have stated numerous times, we from New York come before the
Congress with proof that we can administer our public assistance program
according to strict standards of accountability.

For the three years ending at the close of this State Fiscal Year, we are
projecting au increase of only six percent in Medicaid expenditures. This is a
dramatic achievement, since the average costs of the Medicaid program have
escalated as much as 22 percent per year during the past ten years. In addition,
we have to cut in half the ineligibility rate for the Ald to Familles with
Dependent Children program during the past several years.

Our success in reversing long-term trends of expansion is becoming known
throughout the nation. Other states are contacting us to identify those manage-
ment techniques and programs which are producing such dramatic results
without jeopardizing necessary care and services.

We in New York are proud to take the lead in these efforts, but controlling
the costs of existing programs will not solve our problems.

We need comprehensive welfare reform, and we need immediate fiscal relief
for the State and local share of welfare costs.

Any comprehensive welfare reform proposal must contain certain elements to
which we must strive:
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1. Universal coverage.—We in New York have long maintained that we have
an obligation to provide at least minimum support to all needy, including single
persons and childless couples, the working poor, and all families without regard
to the number of parents in the home.

2. Benefit standards.—We must have national minimum benefit standards to
promote equity among the recipients and states. Those benefits must vary
according to family size. To do otherwise i8 once again to develop
which does not recognize the importance of the family, and which forces us to
face the dilemma of either advantaging small families at the expense of large
ones or accepting increased costs to assure sufficient benefits for larger families.
In addition, benefits must recognize the problems of reglonal varlations in
living costs and differing judgments as to the appropriate levels of benefits.

3. Work requirements—Able-bodied persons should work. The integration of
income maintenance and employment opportunity programs Is the only way to
break patterns of poverty which afflict generation after generation of our
families. But there must be a sufficlent number of such jobs; there must be
ways to stimulate private sector creation of such jobs; and there must be
recognition that the problem of welfare dependency cannot be solved until we -
deal with the massive unemployment of our youth, particularly minority youth
in urban areas.

4. Administration.—Certaln basic standards regarding administration should
exist throughout the nation. But decisions regarding how programs will be
administered within there parameters, should be the responsibility of the states.
There must be such flexibility to ensure sensitivity to the needs of individual
states, and to assure that those levels of government which have financial
responsibility “ for cash assistance also can malintain some administrative
responsibility and accountability if they so desire.

5. Fiscal relief—We need flscal relief, we need it now, and we need it on a
permanent long-term basis. I was frankly quite disappointed to learn that the
Senate Budget Commmittee failed to include this money during their delibera-
tions on the Budget for Fiscal Year 1979 and thus demonstrated their unwill-
ingness to face the reality of how much the states rely upon this money. I
hope that reason will prevall and that this money will be resiored before the
budget is adopted by the Congress.

In addition, such fiscal rellef must be based upon indicators which can bhe
measured. Projected savings which are based upon assumptions concerning
changes in caselcad patterns, economic conditions, etc. are not reliable savings.

These are goals toward which we must be striving. They are goals which we
should seek to achieve through modifications of the Administration’s proposal.
H.R. 10950 moves in that direction, but certainly additional changes are
necessary.

But we in New York are also realistic. I served for 14 years in the House
of Representatives, and I know how difficult it is to enact broad, far-reaching
changes in our social programs. I do not want ug to come away with nothing,
as happened five years ago. We debated for three years, and in the end,
despite everything we said about the inadequacies of the welfare system, we
all held our ground, intractible and uncompromising. As a result, everything
stayed the same.

If comprehensive welfare reform is not possible in this Congress, then I
suggest that this subcommittee seek passage of those provisions in various bills
which would provide the first steps toward our ultimate goal.

Many of my fellow governors are looking seriously at the Baker-Bellmon
proposal as just such a vehicle. Qur initial review leads us to the conclusion
that there are several features which appear promising.

First, there is increased federal matching, beginning in October 1079. The
federal match in New York State would increase from the current 50% of the
existing AFDC grant levels, to 605 of_the poverty level in 1970 up to 809% in
October 1981. Such a provision would provide measurable fiscal rellef.

Secondly, the bill would mandate AFDC coverage for two parent as well as
single parent families. Currently, New York has such a program, but we
believe that such a program is necessary throughout the nation as a means of
encouraging family integrity, and providing equity in benefits among the states.
In addition, this proposal would change the definition of unemployment from
100 hours per month to 30 hours per week times the federal minimum wage,
thus linking eligibility to actual family income.
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Another provision of the bill would permit up to three varlations of the
standard of need within a state, based on varlations of cost of living. This is
critical {n states like New York which have wide varlations in such costs
between large cities, rural areas, and more moderate metropoltan areas.
However, we would reconunend thet such a provision be thined to colncide with
the provisions altering federal reimbursement.

Fourth, the legislation seeks to provide incentives for the private sector to
create jobs through both a voucher program and a job creation tax credit
program. Creation of private sector jobs is the only true long-range solution
to the problem of unemployment. The concept of a voucher at $1 an hour for
3040 hours per week at prevailing wages Is an intriguing idea. Certainly we
need to examine the difficulties of program implementation which are being
experlenced in Philadelphia; but the idea has merit.

There are other provisions of the Baker-Bellmon legisiation which we would
oppose. For example, the bill creates a financial incentive for State administra-
tion of welfare programs, and (herefore conversely, provides a fiscal penalty
for any State which does not do so. I continue to believe that such a declsion
should be left to the states.

Secondly, the bill would modify existing earned income dlsregard provisions.
New York State has traditionally sought modification of such provisions for two
reasons; the theoretical breakeven point is very high; and the net income avail-
able to & working AFDC family i8 higher than that available to the working
poor family who makes the same amount in wages. Both of these problems are
addressed by ‘he Baker-Bellmon provisions, However, a change in the disregard.
when added to the already significant reduction in total income which will
result from receut changes in Food Stamp eligibility, creates a double reduction.
For this readon, New York opposes any changes in the current earned income
disregard for at least one year. During that time, we can evaluate the effect
fo the new Food Stamp Act and determine an appropriate alternative proposal.

Although I haven’t addressed all the segments of the Baker-Bellmon
proposal, 1 just wanted to inform the Committee that there are portions of
the proposal which we can support as a first step. Let me emphasize that I
still am a strong supporter of the comprehensive approach to the welfare issue.
However, if the political reality of the situation demands that we attempt to
achieve welfare reform in stages, then we must begin the process this year. If
nothing is done, we will probably have lost any chance for reforin for Several
more years. I don't believe that those in need can afford to wait any longer.

Thank you.

TESTIMONY BY OREGON Gov. BoB STRAUB

Chairman Moynihan and members of the Public Assistance Subcommittee of
the Senate Finance Committee :

I regret that due to the demands of my schedule, I am unable to address you
today in person as I did six months ago on behalf of the State of Oregon and
the National Governors’ Association in support of President Catter's plan for
achieving comprehensive welfare reform. I want, however, to express my
sincere concern that the important goals of selfare reform be pursued
vigorously toward enactment in this Congress.

It has been more than a year since I submitted to HEW my proposal for
comprehensive welfare reform. The President, in his Program for Better Jobs
and Income, offered us a comprehensive welfare reform plan which embodied
most, if not all, of the principles called for by the National Governors' Associa-
tion with respect to equity among the states, adequate benefits to those in need.
fiscal relief for state and local governments, strong work requirements with
an emphasis on job creation, consolidation of existing programs, ellmination of
categorical distinctions which limit assistance to special categories of the poor,
and streamlining of administration.

Six months ago in my remarks before the Welfare Reform Subcommittee, 1
stated that President Carter and HEW Secretary Califano were deserving of
high praise for producing a comprehensive welfare reform package which
offers a carefully considered alternative to the present system of historically
accumulated programs of categorical aid and its complicated administrative
structure. Today I would add my sincere apprecintion to the Welfare Reform
Nubcommittee itself and to Representative James Corman, under whose
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leadership the subcommittee has patiently addressed the concerns of the states,
while endorsing the principle of comprehensive welfare reform and preserving
the basic structure of the Administration’s proposal.

In HR 10950, the subcommitteée has responded to most of Oregon’s major
concerns by removing the provision to limit payment to households of seven,
by providing for cost-of-living adjustments in the basic benefit. by giving
states the option to administer the eligibility and payment system, by reducing
the proposed asset limitations to current SSI levels and eliminating imputation
of income from assets, and by including a provision to hold states harmless
from increased cost due to new eligible cases under Medicaid. Certainly,
Oregon has some remaining concerns. But while we governors have identifted
enactment of comprehensive welfare reform during this Congress as being in
the nation’s vital interest, we have also recognized that if reform of the
welfare system is to be accomplished, it will be born of constructive com-
promise. I believe we can be encouraged by the strong and sincere interest in
passing welfare reform legisiation during this Congress as evidenced not only
by HR 10950, but by the introduction of additional welfare reform bills by
Congressman Ullman and by Senators Baker and Bellmon. Each of these bills
has some unique provisions which warrant serious consideration. HopeZully,
the better provisions of all of these bills can be incorporated into one compre-
hensive welfare reform bill.

I am acutely aware of the fiscal ramifications of removing some of the
inequities of the present welfare system in departing from the categorical
approach to respond to the needs of all the poor, but I am hopeful that a
comprehensive plan for welfare reform can remain relatively intact, and that
if necessary, to reduce the immediate fiscal impact, this comprehensive plan
can be implemented by phasing in its various components over a period of time.

Both Oregon and the National Governors’ Association are pleased to have
contributed staff assistance to the subcommittee. We remain hopeful that
through a continued cooperative effort, Congress can bulld on the base estab-
lished in the Better Jobs and Income Act and successfully enact effective
welfare reform legislation this year.

STATEMENT ON WELFARE REFORM BY Gov. DAVID BOREN, OKLAHOMA

I joln my colleagunes in urging the Senate Finance Committee to produce a
welfare reform bill for congressional action this year, It appears that a political
consensus is emerging in favor of several important changes in our welfare
system. Waiting until next year may be a serlous mistake, as none of us can
be sure how long a consensus will hold together or what other problems might
push welfare reform into the background. .

It is most encouraging that the two major welfare reform plans which have
been put forth as alternatives to the Carter Administration’s approach, share
with each other and with the Administration’s plan many common features.
Bipartisan sponsorship of Senate Bill 8. 2777 shows that support for welfare
reform does exist on both sides of the political aisle in Congress. While this
measure s far from perfect, it is a step in the right direction in several
critical areas. It is definitely preferable to the Administration’s proposal. I am
hopeful that its costs can be reduced. To the taxpayer, welfare reform definitely
does not mean greater welfare spending. Nor does it mean a federal ballout
of one region of the Country at the expense of another. Increasing transfer
payments are undermining capital investment and the productive side of our
economy.

One of the most crucial ingredients in the consensus that I referred to
earljer {s the recognition that we ought to irvest much more in jobs for welfare
recipients and those who are in danger of falling into welfare than we have
{n the past. This includes, particularly under 8. 2777, efforts to place present
and potential welfare recipients in private sector jobs, with a smaller public
service jobs program than some would advocate. I support these directions. By
investing in private sector and publie service jobs in the next few years. we
will reduce the long-term cost of welfare substantially. We will also begin to
break the vicious cycle of dependency in which too many of our citizens have
become locked.
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I also agree with the premise reflected in 8. 2777 that “federalizing” the
welfare system is an unnecessary step. While welfare administration will
always be troublesome for whatever level of government is responsible, I
sincerely believe that we have demonstrated in Oklahoma that welfare can be
both efficient and humane when run at the state level. I would strongly oppose
any effort to federalize administration of the system.

Again, I urge the Congress to proceed with welfare reform this year. You wilil
be contributing to our natlon’s economy and to the health of our social systems
by doing so.

STATEMENT BY Gov. REUBIN O'D. ASREW, STATE OF FLORIDA

On behalf of the State of Florida and the National Governors’ Association, I
am pleased to supply the following statement for the record of the Senate
committee on finance. Since it was not possible for me to come to Washington
to present my thoughts personally, I have asked my distinguished colleague
from Massachusetts to deliver them for me. -

During my tenure as chairman of the National Governors’ Assoclation, I was
particularly impressed with the broad-based interest and support expressed on
the subject of welfare reform and the urgent need for a comprehensive National
policy dealing with the treatment of the poor and disadvantaged. Governors
from all over the country—from small States and large, from so-called high-
benefit States and more conservative States like my own, and from ruaral and
urban States—were virtually unanimous in their call for a more rational
public assistance system:

A system of equitable and adequate benefits to those in need which, more
important, provides jobs and incentives and training to make a work require-
ment meaningful.

A system which consolidates the patchwork of existing programs and
eliminates the artificial and destructive categorical distinctions which tend to
disrupt families and create welfare dependency.

A system which provides for simpler and streamlined administration and
which removes some of the fiscal burden from the State and local tax base.

We worked closely with the administration in developing a propesal which
meets these goals and continued to work with the special house subcommittee
on welfare reform in refining that proposal.

It is interesting and, indeed, encouraging to see the same kind of broad-based
and bi-partisan interest developing in the Congress. While there are clearly
differences of opinion as to the scope and specific details, it is also clear that
there is a growing recognition of the necessity to address the issues raised in
the Carter proposal and the Corman bill. -

Our hope is that this recognition and the tremendous amount of work
already put into the various proposals by the Congress, the administration, the
governors and their respective staffs will provide the impetus needed to assure
passage of a workable, affordable program in this session of the Congress.

It is not enough simply to attempt te patch up the gaps in the current system.
That type of plecemeal approach is precisely what has led us into the maze
which is popularly called‘the ‘“welfare mess”. It is essential that the compre-
hensive complaints which we have all voiced and the review of the current
situation which has been undertaken result in a comprehensive solution. That
solution will no doubt be expensive—meeting the challenge of setting humane
National public policy often is. It probably cannot all be accomplished at once.
But neither of thesc facts should deter us from meeting the challenge that all
of our constituencies are demanding. Let us set the framework of a compre-
hensive system now. If we must implement that system incrementally over the
next several years instead of altogether, at least we will have charted the
course and can present to 'ne Amerlcan public a Natlonal policy which
preserves the dignity of the individual and the family unit, while providing
work instead of welfare as often as possible,

Thank you for allowing me the opportunity to share my thoughts on this
important subject. As always my staff and I stand ready to assist the committee
as needed as you deliberate the specifics of the varlous proposals before you.

Senator Mor~1nax. Next we will hear from Mr. Charles D. Hobbs
who is president of Charles D. Hobbs, Inc. of Sacramento.
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Mr. Hobbs, before you begin, may I just say that we are working
under somewhat difficult constraints imposed by the endless Panama
Canal debate. The Senate has begun coming in early in the morning,
as against its normal practice of coming i at noon, and there is a
restriction on committees meeting while the Senate is in session.
Therefore, we will have to finish here at 11:30. We have plenty of
time if we keep to the time limits which each of you was asked to
abide by, which is 10 minutes for individual witnesses and 20 min-
utes for panels, and a bell will ring at the expiration.

Mr. Hobbs, good morning, and welcome.

Mr. Honss. Thank you, Mr. Chairman.

STATEMENT OF CHARLES D. HOBBS, CONSULTANT,
SACRAMENTO, CALIF.

Mr. Hosss. Mr. Chairman, my name is Charles D. Hobbs and I am
an independent public policy and management consultant from Sac-
ramento, Calif. From 1970-72, I was chief deputy director of social
welfare for California. I am not here to propound any specific wel-
fare reform proposal, but rather to tell you about some research I
have done in the past year and a half related to the welfare system
which would indicate that that system is far larger than the reforms
that are being proposed in the Carter plan and that perhaps those
Carter reforms will not work in the context of this larger welfare
system. That research has been published recently by the Heritage
Foundation here in Washington in a book titled The Welfare In-
dustry. I believe that copies have been distributed to all of the Mem-
bers of Congress and, if not, it is available through the Heritage
Foundation.

Senator Moynr#aN. I do not have mine.

Senator Loxe. I would like to see it.

Senator MoyNTHAN. Oh, yes. Here is one.

Mr. Hosns. I would like to start by saying that it is my opinion
that welfare reform is a political idea, created in response to public
dissatisfaction with the welfare system. There are major gaps be-
tween the way the system operates and the way the public thinks
it should operate. There have been opinion surveys that indicate pub-
lic desire for reforms that would eliminate “cheaters”—cut costs,
provide adequate aid to those who cannot work, require work of
those who can, and simplify the distribution of benefits. The ke
issue of welfare reform to the public is the conflict between wor
and welfare, personified by the resentment of the taxpaying worker
toward his welfare-collecting neighbor.

In order to assess the economic and social impacts of any welfare
reform proposal, it is first necessary to understand the scope and
development of the national welfare system. That system, in my
definition, consists of all Government programs designed to alleviate
poverty through wealth redistribution. When you look at the Carter
welfare reform in the context of that system, it is like the cartoon
I on-e saw of a couple of Greeks looking at a 3-foot high Trojan
horse,”zmd one says to the other, “It’s a great concept, but it lacks
scope.
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I believe that that can be said of the Carter welfare reform pro-
gram when looked at it in terms of the entire welfare system.

In the context of the welfare system, poverty and wealth are
relative terms used to define conditions deemed by the Government
appropriate for redistribution. While poverty refers to financial
deprivation, wealth is ostensibly earned income that is subject to
Federal and State wage and sales taxes. In fact, national welfare
programs are essentially earnings redistribution programs in which
the earned incomes of some workers are taxed to provide unearned
incomes in cash and in kind to other workers and nonworkers.

My research has identified 44 major Government fprogmms that
make up the national welfare system, There are six food programs,
seven housing programs, seven health programs, seven cash assist-
ance programs and seven service and miscellaneous programs and a
couple of major education programs. Between 1971 and 1976, the
growth of these programs combined was 125.54 percent, an average
annual rate of 25.1 percent. -

By comparison in the same period, the Federal budget grew at an
average annual rate of 15 percent, the GNP at 10 percent, the cost
of living at 8.6 percent, and average gross hourly wages in private
industry at 7.67 percent.

In other words, this welfare system during that period of time,
1971 to 1976, was growing 2% times the rate of the economy and
three times the growth rate of wages.

The 1979 Federal budget shows continued growth at a slightly
slower rate—the 1977 welfare expenditures for these programs are
estimated to total more than $210 billion and 1979 expenditures are
projected, very conservatively, at $250 billion.

Of the 44 programs that I examined, 21 had expenditures in 1976
in excess of $1 billion each, and total expenditures for these 21 “bil-
lion dollar plus” programs was about 95.7 percent of total welfare
expenditures. The programs have been created in principally two
decades, the 1930’s and the 1960’s. Ten programs were enacted in the
1930’s and 20 more were enacted in the 1960’s.

In recent years, however, the legislation of welfare policies and
programs has been accomplished principally through amendments to
existing acts. Twenty-six of the forty-four programs, including all
of the 10 most expensive, have been initially expanded in the last
10 years through amendments. There is a strong correlation between
how old a welfare program is and how big its expenditures are; 13
of the 21 “billion dollar plus” programs and 8 of the 10 most ex-
pensive programs were enacted before 1960. _

There is also an interesting correlation between the types of bene-
fits and how old the programs are. You could characterize the bene-
fits as cither being cash, or services, or a combination. Of the 11
cash-only programs, 7 were enacted prior to 1960, whereas 17 of the
23 service-only programs have been enacted since 1960. In other
words, there has been a tremendous impetus over the years toward
more service programs instead of cash programs.

Coincident with the extraordinary growth of welfare expenditures
has been the development of a national welfare industry which is
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now composed of 5 million public and private workers, distributing
goods and services to 50 million beneficiaries. The Federal Govern-
ment, with its taxing power and authority to regulate the States,
has controlled this industry since its inception in the 1930’s and has
established and imposed goals created for the industry on the devel-
opment of the welfare system itself. '

In my definition, these goals have had very littls to do with help-
ing people who need it on a welfare program. The goals are: First,
that welfare expenditures grow at a faster pace than national eco-
nomic growth; second, that welfare control and administration be
cventually centralized here in Washington in the power of the Fed-
eral Government; third, that there be ever-increasing complexity of
welfare programs in operation, and this is quite simply a protective
mechanism for the industry—the more complex the system the less
the Congress understands it and the less the Congress can affect it;
and finally, that the welfare industry employment be continually
expanded. This is best indicated by the fact that the tremendous
increase is in the number of service programs.

These goals have been met to a remarkable degree. Expenditures
are now growing at two to three times the pace of the economy. All
but a handful of the 44 programs are controlled by the Federal
Government. Interactions among these programs are so complex that
the industry itself cannot calculate their benefits, and there have
been many attempts, both by the Congress and by Federal agencies.
Industry employment has expanded to the point where the Govern-
ment is a monopsony to several welfare-related service trades, par-
ticularly those who provide health care.

These trends are not popular, as you well know. Public dissatis-
faction with welfare policies and the size and cost of programs has
made reform of the welfare “mess” a perennial political 1ssue. Yet,
every attempt at national reform either has not been enacted or has
resulted in even faster growth and higher costs, because the welfare
industry itself in controlling the program design and evaluation
process through the Federal bureaucracy has altered reform con-
cepts to meet its own expansionary goals.

In recent years the welfare industry has sought enactment of a
national guaranteed income policy, and two concepts have been
developed to implement that policy. The first is the concept of fam-
ily allowances—payments based only on family size, and not de-
termined by need.-Family allowances were first conceived as a
stimulant to population growth in France by 1932, as the chairman
has indicated in one of his books, and currently Canada and several
FKuropean nations have family allowance plans. As a means of im-
plementing a guaranteed income policy, the concept of family al-
lowances is simple and efficient, but as a means of redistributing
wealth, the concept is politically unacceptable since it pays the same
amounts to rich and poor alike.

The second concept is the negative income tax originally proposed
by economist Milton Friedman in the 1940’s. In this concept the
Government takes taxes from people with incomes above a certain
Iovel.] jnslt as it does not, but pays taxes to people with incomes below
aat level,
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Friedman envisioned the replacement of all existing welfare pro-
grams by the negative income tax. He also proposed transferring the
administration of the negative income tax-based welfare system to
the IRS, a move calculated to destroy existing Federal and State
welfare bureaucracies.

In assessing these concei)ts, the industry was faced with a Hob-
son’s choice: a family allowance program would greatly expand
industry scope and power but was politically untenable, while a
politically ap})ealing negative income tax system would reduce the
industry itself to a handful of tax accountants. The dilemma was
solved by accepting the negative income tax concept and altering it
to conform to industry goals in a massive application of the industry-
controlled program design process. That process has produced a
series of conceptually identical reform proposals: the first was pro-
posed in the Johnson administration and rejected in 1967; the sec-
ond, the Nixon family assistance plan and all its varieties; and
finally, the Carter welfare reform plan which you are considering
now.

The term reform implies a significant departure from past policies
and practices—and I will finish up in the next 30 seconds here.

Senator Moy~1naN. Take your time, sir. You are giving us careful
testimony.

Mr. Hoess. Thank you very much.

In this sense, the Carter welfare reform plan, like its conceptual
parent, the Nixon family assistance plan, is not a reform at all. It
covers only 5 of the 44 programs in the national welfare system and
less than 20 percent of national welfare expenditures. Its single
innovation—the negative income tax concept—has been altered to
extend the policies and accelerate the practices which have in the
past increased taxes and dependency and fostered public dissatisfac-
tion. The Carter plan is simply another welfare industry plan
designed to meet industry goals.

Welfare costs, in my opinion, cannot be controlled by reform of
one or & few programs, even if the industry can be kept from in-
fluencing design of that reform. because of the way welfare pro-.
grams overlap and interact, Adding new recipients to one program
adds them almost automatically to a dozen others and, in fact, there
are outreach programs that solicit people who have gone into one
program to join others, while removing them from one program
usually does not affect their eligibility for others. Moreover, what
might seem to be a reasonably modest benefit package from a single
program becomes part of an unexpectedly generous, and costly, bene-
fit package when the combined effects of all programs are calculated.

For example, a single-parent family with 2 children is theoretically
eligible for 23 of the 44 national welfare programs. I do not say that
that is a common thing, but I think it is quite common for such a
family to participate in 12 to 14 of those 44 welfare programs simul-
taneously.

Among the programs for which this family is eligible is medicaid,
food stamps, free nutritional supplements for mothers and infants—
the WIC program, which is bein ex;l)anded rapidly—fres summer
and school meals for school-aged children, low-rent housing, free

32-926—78——3
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child care, famigr planning and other “cocial” services, legal aid and
job training and placement. If the parnt gets a job, chances are
the family will remain eligible for all, or almost all, of these pro-
grams, including AFDC gayments, because the family program. for
single parents is nationwide in its scope.

Takirg away the family’s AFDC payments will usually not affect
its eligibility for the other programs and, in some cases, will actually
increase the benefits from them. For instance, a drop in income
because of taking away the AFDC payment would raise the amount
of food stamps available for that family.

The compounding of benefits through overlapping Mprog'rams is
‘the major cause of the high welfare cost growth rate. Many welfare
families are better off financially by their participation in several
programs than are the families of workers whose taxes pay for the
welfare.

Forcing workers to subsidize welfare recipients at higher stand-
ards of living than their own is the ultimate absurdity of the wealth
redistribution theory. The problem cannot be solved by adding wel-
fare to the incomes of more workers, as President Carter has pro-
posed, because as long as welfare costs grow faster than wages, the
welfare burden on all workers, including those receiving welfare, is
bound to increase.

The costs and inequities of the welfare system are products of
the policies and programs of the federally controlled welfare indus-
try. Welfare reform must encompass the entire system and must
start with a restructuring industry to remove the incentives for
growth, complexity, and centralization that have operated in the
past.

I believe welfare reform is a worthy goal, not just politically, but
socially and economically as well. The welfare system has failed
those who need it and those who an for it. Dependency and taxes
have increased in concert. Only the welfare industry has benefited
and it is the industry which must be reformed if welfare is ever to
bel refocused on its purpose—to help those who cannot help them-
-selves.

Thank you. ‘

Senator MoyNiuax. I thank you very much, sir. That is powerful
testimony.

Are the 44 national programs you mentioned listed in the book?t

Mr. Hosgs. They are cataloged. A page is devoted to each one,
with an explanation.

Senator Moy~iuaN. Fine. I wonder if you would submit with your
testimony those pages, so we could make them part of the record?
‘We would like our record here to be exact.

Mr. Hoses. All right.

[The material to be furnished follows:]
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PROGRAMS JOF THE NATIONAL WELFARE SYSTEM

1976 1978
I(;ontro{- T ¢ First recipte '(‘I Expendit ""{3’0‘.‘}"“’?’
i pe o rst yea n  Expen ure ars in
Program title ugncy! bzneﬁw enacyt.bd millions) sources billions)
Food programs:
it nutrition. o ooooeeeooa.. DA 16.8 Sharud...-... 2.319
Elderly feeding. ..o oo oo 011
F Mhom(commodmes). - DA . .008
Food stamps.......coomeeooaenn DA 5.71713
Speclal sup emnhlfood(W'lC).. DA . 158
Special milk. . ooooeoeciamnnaa DA Service....... 14
H rograms:
ueal housing......cooeveoeoenane DA Multiple_..... 1849 .128
Lower income housing assistance.. HUD Service 1974 <, 269
Homeownership assistance HUD do 1968 4,919
Rent supplements. ... .. HUD 1965 4,219
Rental housing...... HUD 1968 4, 464
Low-rent public housing. HUD 1937 ¢1.617
College housing g.ants__.___..... HUD 1950 4,020
Hell!h rograms: .
Ic health serv|ces._._._-_. .- HEW 1946 . 785
............. HEW 1966 14. 666
Medu:ue hospital) HEW 1965 6.1 12.574
Medicare (suppiemental medical). HEW 1965 14.0 3.033
Community mental heath......__ HEW 1963 NA Shared .152
Community drug abuse treatment. HEW 1966 NA AT4
Community alceholism treatment.. HEW 1970 NA .303
Cash assistance programs:
Social Security old age and sur- HEW 1935 271.5 Federa)...... 449,000
vivors insurance (OASI).
Socu! :ec«)mty disability insur- HEW U . . SO, 1956 44 _____do....... 47.350
Specm benefits for disabled coal I3 T | SO 1.004
ners.
Su gemonul security income 4,3 Shared....... 6.363
Pubhc umhnce grants (AFDC).. 11.6 10. 666
Refuges assistance.............. H .1 . 295
Genera) assistance. ............. Stat L3 41,400
Emplvo{vmenl and work mmm; programs:
ntive (WIN)_ ... H 1967 .003 Shared_...... 4,395
Comprehensive employmenl snd DL 1973 NA Federal. . .... 4,982
training assistance (CE1
Employmont Service....coaceeeen 1933 .532
Job Corps . ool DL 1964 134
Commumty Service Employment DL 1973 .038
. for Otder Americans. .
tion......... DL 1935 20.501
Ran!road ummployment insurance. DL y 1938 . 267
Workers compensation.......... States Multiple. oo e caane NA Shared..._._. 48,000
Edumlon ?rogums
al asmtmce for elemen- HEW 1965 5-1¢ Federal...... 2.451
nd second ag educstion
ancntd W:‘II ausistance for higher HEW 1965 L52 coeei®0ocnennn 2.5%0
Service and muscﬂlamous programs:
Public assistance services (AFDC). HEW 1935 12 15 Shared. 3.702
Human dwelopmont secvices. ... HE - 1964  1.5-2 __... do. 1.846
ACTION domestic. ..o ceooee ACTION ¥ NA Fedetal .100
Legal Services__.... . LSC 1 NA .._..do. . 095
Veterans benefits . . - VA 1917 9 .. 18.415
Indisn benefits_.._.. Bi 1921 .45-.55 _._..do 1.297
Community services.._-...____. CSA 1 NA .....do....... . 650

SDA—U.S, Department of Agriculture, HUD—U.S. Department of chsmg and Urban Development. HEW~U.S, D.o

[;nmnl of Health, Education, and Weifare, DL—U.S. Department of

C—Faderal Le, a( Services (‘.orpoﬂtmn YA-—Federal Vetam\s Admlnmmu;n. D

Federal Commum Services Administration,

1 See text for definitions of cash and service benefits. Multiple benefits lndude both cash and service.

§ “Share’’ programs are those funded jointly by federsl and state governme

4 Estimated. See individust program descriptions in following chapter for cxpun:nom of estimates,

NA—Not svailable.

ACTION—U.S. Fadeul ACTION A
1—V.S, Department of Interlor..
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Senator MoyNinaN. I would like to make a brief point of distinc-
tion, that a family allowance is not a guaranteed income. It is &
family allowance, and nothing more. You can have no other income
and get your family allowance since it is not wealth based at all.

The other thing I might take issue with, unless you have new
information is the thought that Canada and several European na-
tions have family allowances. I began speaking on their behalf when
I was an Assistant Secretary of Labor under President Kennedy. At
that time, the United States was the only major industrial democracy
in the world which did not have family allowances.

I believe I see a lady in the audience nodding. I believe they are
universal, save for the United States.

Senator Long{

Senator Lone. Thank you for your testimony. I am looking
through your book. I think you have some very useful thoughts.
Thank you. '

Senator Moy~N1HAN. Senator Dole?

Senator Docke. I listened to the statement. I would appreciate hav-
ing these 44 programs that were in the book. )

What do you suggest, then, that we do? I think that is the one
thing that I did not gain from the statement.

Mr. Hosss. T started outside the context of my written statement
by saying that I was not here to propound a specific reform. In this
book I have indicated what I consider to be principles, and there are
essentially four principles for reform which I think must be con-
sidered.

First of all, we have to reduce the number of welfare workers. I
believe that reducing the number of workers and the influence they
Lave had on the design of programs throughout the Nation is the
first step for reform.

Senator DoLe. What is the ratio now of workers to recipients?

Mr. Hosss. I think it is about 1 worker for every 10 who receive
some form of welfare benefits. These workers are not all Govern-
ment workers, they are in the public and private sector, becauss the
Government is purchasing private services for welfare on a large
scale.

T believe that the second step is to siml;))lify the welfare system and
I think that this must be done through bringing all of the programs
into focus as being part of the welfare system, and then simplifying
that system. Perhaps, as I have indicated here, the original negative
income tax is a prototype for that simplification, which should even-
tually cash out all service programs and reduce the employees
attendant on them.

Because it has been my experience with welfare recipients that
most of them neither want, nor would an for, the services, if they
had the cash to do it, and many of those services simply are in-
appropriate to the intents of the legislation and the needs of the poor.

The third is to decentralize control of the welfare system, which .
I do not think can be done until the first two steps have been taken,
but it seems to me, in the long run, the only way to determine need
is not through the Federal Government but at the community level,
specifically the neighborhood level, and until we are able to de-
centralize welfare, even if we are paying for it out of Washington,
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and turn the money over to the neighborhood level, we are simply
going to be perpetuating the bureaucracy and the bureaucratic con-
trol of a large part of the population that has gone on in the past.

Finally, to reduce welfare expenditure growth by a monitoring of
Congress of welfare expenditures related to economic growth. As I
have pointed out, one of the major goals of the industry is to grow
economically faster than the Nation grows economically and I think
that Congress needs to monitor that and, hopefully, to stop it through
that monitoring.

Now, those are my principles for reform, but I do not advocate &
specific program.

Senator Dore. Well, I do not have any quarrel with the principles,
but it is difficult, of course—we say reform and then we sometimes
complicate what we already had. I do not suggest that we will do
anything this year, although there are a number of proposals float-
ing around. Some may have more merit than others and some may
not have any. I will look forward to reading the book; maybe I can
gain additional information.

Thank you, Mr. Chairman. .

Senator Moy~1aaN, Thank you, Senator.

Thank you, Mr. Hobbs. We appreciate that not everybody comes
bearing a book. I wanted to ask one last question.

Did T hear you to sag that a simplified negative income tax would
be, in your view, a sensible thing ¢

Mr. Hosgs. The original negative income tax——

Senator MoyNmuan. As Milton Friedman proposed it, it was a
replacement for the other programs, not in addition to them.

Mr. Hoess. Yes, I believe that he said originally that it would be
necessary for his program to work to cash out other programs, and
what I have tried to indicate here is how many other programs there
are and how big they are.

Senator MoyNtHAN. Well, that is much too complex an idea for
the U.S. Senate, but we do appreciate your assistance.

Mr. Hopss. That is why I did not come to advocate it, Senator.

Senator Moy~NtzAN. We now have a panel of persons concerned
with child welfare.

Mr. Richard Zeilinger, who is the executive director of the Chil-
dren’s Bureau of New Orleans; Mr. William Pierce, who is assistant
executive director of the Child Welfare League; and Ms. Helen K.
Blank, who is executive director of the American Parents Committee
who is appearing on behalf, also, of the Child Welfare League of
America, one of the oldest and most honored institutions of its kind
in our country. -

We welcome you. Mr. Zeilinger, do you wish to begin ¢

STATEMENT OF RICHARD ZEILINGER, EXECUTIVE DIRECTOR,
CHILDREN'S BUREAU, NEW ORLEARS, LA,

Mr. Zemincer. My name is Richard Zeilinger and I am executive
director of the Children’s Bureau of New Orleans, However, I ap-
pear today on behalf of the Child Welfare League of America and
accompanying me are William Pierce, assistant executive director
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of the league and Helen Blank, exccutive director of the American
Parents Committee, a division of the league.

In the past, the league has appeared before Con to seek an
improvement in public welfare programs for children and their
families because we believe that a family income sufficient to meet
minimum standards of health and human decency is_essential for
the optimal growth and development of children and basic to any
program of services for children. i

The league believes that there should be a national policy, setting
national standards, to assure that all people, including children, may
have this minimum standard of living.

We are concerned about welfare reform because we believe the
existing welfare system has caused irreparable damsga to children
by not meeting their basic or special needs.

More specifically, we are concerned about how the welfere system
directly affects the lives of children and their families. We there-
fore suggest that any job or income policy under consideration
should be carefully examined with a view towards its potential to
help or harm children, We believe that work and income programs
should encourage family stability, protect the welfare of children by
providing proper care for them in their own homes and with their
own families. Welfare is first, a children’s issue, with almost 8 mil-
lion out of 11 million AFDC recipients being children.

The situation of pending welfare reform legislation is complex.
With respect to the President’s welfare reform legislation, S. 2084,
our testimony is approximately the same as that which we gave on
its House counterpart, H.R. 9030. We feel we must take note of, and
comment the bill, H.R. 10950 which incorporates the decision of the
House welfare reform subcommittee. -

~In a recent letter, subcommittee chairman, James Corman ex-
presses the hope that this bill will shortly be acted on by the three
parent committees. If acted on favorably by the House, it will also
be before the Senate Finance Committee. Since this bill corrects
mostly deficiencies in the original proposal, we hope that this com-
mittee will give it favorable consideration. The structure and ap-
proach of this proposal offers the basis for a forward movement in
welfare policy.

We also incorporate in our testimony some comments on the aspects
of S. 2777 affecting the welfare of children."A number of the basic
children’s issues which concern us in S. 2777 are similar to those we
note in S. 2084. To further complicate the picture, the foster care
and adoption provisions of S. 2777 would replace provisions in
HLR. 7200.

Our testimony must, therefore, touch on this testimony also.

Turning to the original Carter welfare reform proposal as in-
corporated in S. 2084, we support the basic thrust of the administra-
tion’s welfare reform proposal. We agree strongly with the plan’s
recognition that mothers of young children are performing impor-
tant work and should be exempted from the expected-to-work tract.
We believe, however, that certain provisions of S. 2084 must be
amended if the new plan is to offer a realistic opportunity for fam-
ily stability and to alleviate familial pressures that increase the
foster care caseload.
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Basic benefit levels are inadequate. Food stamps should not be
eliminated given the present structure of the bill. States should be
rex&\‘lired to supplement.

he maximum payable amount should not be limited to a house-
hold size of seven.

Mothers with children over the age of 7 should be the judge of
when they are able to work outside the home.

A work exemption must be included for mothers with special-
needs children of any age.

All mothers should receive comparable income disregards.

A social services approach to day care should be offered. If an
earned income disregard is used, it must reflect actual costs of care.

Both the 6-month accountin {)enod and the $2,300 job search
stipend will nurture family instability and are unacceptable.

The number of public service jobs are inadequate. Public service
em[éloyment jobho})ders should be entitled to an earned income tax
credit.

Emergency funds are insufficient and must not be included as a
part of title XX.

Income earned by children under 18 who are in school at least
part time should be exempted from family income.

I}Inlimited protective payments could interfere with parental
rights.

Treatment of children receiving SSI must be clarified.

Finally, due process provisions are inadequate.

We have studied the alternative proposals for incremental changes
incorporated in S. 2777 with some care. Some of these changes would
‘move considerable distance in overcoming major deficiencies affecting
children under our present programs. However, the bill fails to
remedy a number of the basic inconsistencies inherent in the existing
system. .

We are very concerned by the inequities existing under the present
AFDC program from State to State. Payments in some States are
NOW SO ﬁ)w as to make it impossible to rear children in decency and
health. We therefore welcome the minimum requirements.

We have always favored the continuation of the food stamp pro-
gram because of its specia. values in assuring an adequate nutritional
diet for poor children. We do not, however, feel that it should serve
as a substitute for adequate cash income.

We question the desirability of combining the two in establishing
minimum and maximum limits for Federal financial sharing in
AFDC cash payments. While low cash payments have typically re-
sulted in higher food stamp allotments, we feel it is important to
reverse the process and place the emphasis on an increase in money
payments.

We are also concerned about the impact of a combined ceiling at
the poverty level for the States now making higher cash payments,
The reduction in Federal financial aid that this would bring about
would create pressures on the States to reduce their cash payments
to families with children. Since these are generally the higher living-
cost States, the damage to children could be very great. We ur,
that the minimum apply only to cash payments and that the maxi-
muin be eliminated.



904

Under any bill, we support the determination of eligibility based
upon current need as a maximum protection for children.

We strongly support the provisions of this bill to include the
coverage of intact fﬁ?nilies in need because of the unemfloyment of
a parent. The exclusion of such families in almost half the States,
the narrow definition of unemployment and other measures of ex-
clusion have created severe suffering for many-needy families. The
fact that available unemployment compensation benefits, CETA
wages, or other sources of income would, where they exist, be taken
into acount in determining eligibility precludes any problem of
duplication. It would, of course, be more equitable to move to uni-
versal coverage, as in S, 2084. :

We are always concerned about requirements on single mothers of
young children to take work outside the home. A mother is the best
Judge of her children’s need for her presence in the home and her
abihtg to carry a double workload. The occurrence of a seventh
birthday does not automatically reduce a child’s need for its parent’s
care and supervision. This is especially true where a child is handi-
capped, has special needs, is part of a large family, or lives in the
high tension world of our urban or suburban neighborhoods.

School-age children spend much time out of school owing to
hours shorter than a working day, school holidays, illness, and such.
This amounts to at least 80 days a year. We are paying & high price
for latch-key children and forms of neglect of children of all ages
in terms of delinquency, truancy, runaways, drug and alcohol abuse,
excessive numbers in foster care, and other evidences of inadequacy
in our child nurturing arrangements.

We view the present exemption of mothers and children under 7
as absolutely minimal and favor the provision of H.R. 10950 for
exemption of mothers of children with special needs as a step in the
right direction. The amendment reads as follows:

An adult member of an eligible household unit which includes a child over
the age of 8 who requires (because of factors or conditions specified by the
Secretary in regulations) special supervision or care, if such adult member is
the only adult member of such household unit who can provide supervision or
care of such child (or is the only adult member of such unit) capable of pro-
viding such supervision or care who has not been referred by the Secretary
under this section, B

When, however, mothers of children of any age choose to work
outside the home, it is essential that high quality day care for pre-
school children to cover the full period of the mother’s absence from
the home and afterschool care for schoolage children be available.
We prefer that this care be furnished as a social service with a grad-
uated fee schedule for mothers who can afford to pay something.

When, however, as in this bill, day care is financed by provision
for a disregard of the mother’s earnings, the amount must be suf-
ficient to pay for good developmental care and not simply baby-
sitting. Hig] stansards must be mandated. The $100 a month
authorized In this bill could only result in the kinds of horrors de-
scribed in the report “Windows on Day Care” by the National
Council of Jewish Women. An adequate disregard should be allowed
for all children in a family requiring some day care arrangements.

»
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We also feel it important that the small earnings of children under
18 be disregarded in calculating the family income as was done in
H.R. 10930 and S. 2777, It is important to encourage growing self-
reliance among young people. We are imposed to the inclusion in
the family group for assistance purposes of an unrelated individual
without legal responsibilities toward the family. This is a question
which should be left to State law.

We have grave misgivings about the authority to set three assist-
ance standards within a State. Cost-of-living differences can be taken
care of now through the budgeting process. Any other basis for
arbitrary differentials would seem to open the way for discrim-
ination,

We are also concerned about the provision that places a ceiling on
benefits, limiting them to the amount available to & 7-person family.
This would be so inadequate for large families that it would seem
to offer inducement for such families to break up, either to create
two units, one with each parent, or to place one or more children in
foster care. Either way is costly and contrary to keeping families
together. .

We favor an increase in the amount and applicability of the earned
income tax credit for low-income families with children. This is a
means of easing the burdens of child rearing for many of the work-
ing poor and, as such, constitutes our country’s equivalent of the
child allowance program in other industrialized countries.

The Child Welfare League is directly concerned with the foster
care and subsidized adoption provisions in S. 2777. Subsidized adop-
tion is an important step forward in assuring permanent families for
children who are hard to place. The foster care provisions in S. 2777
are a modified equivalent of those contained in the Senate Finance
Committee version of HL.R. 7200.

The ceiling on foster care payments proposed in H.R. 7200 is
eliminated. We strongly oppose a ceiling, believing it could result
in damaging situations for children in need of care. We do support
constructive measures to reduce reliance on foster care by making
preventive and restorative services available to families. If this is
to be done successfully, it requires an assurance for full funding for
title IV-G child welfare services through an entitlement process,
plus a maintenance-of-effort provision on the States.

These funds are important to provide the services pecessary to
improve the foster care system. We would also prefer that provisions
be made for foster care provisions for children placed voluntarily,
providing certain protections are mandated. Judicial action is not
the best route in all cases.

Another concern of the league is that certain costs of administra-
tion and operation of a child placement or child care agency pro-
viding foster family home care or of a child care institution must
be taken into account when determining foster care maintenance
pavments. )

Indirect costs related to the foster care program such as admin-
istrative salaries, clerical costs, attorney fees, audit costs, office sup-
plies, membership dues in local and national organizations, insurance,
licenses, and permits are among the expenditures which should be
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considered allowable when determining amounts of foster care
maintenance payments.

The definition of “foster care maintenance payments” in S. 2777
must include the reasonable indirect costs o¥ administration and
operation of child placement or child care agencies or child care
institutions.

In conclusion, we wish to commend the guarantee of a CETA pub-
lic service job to one member of every two person family receiving
aid and the preference given in such jobs to other family security
recipients who wish and are able to work. We do not feel qualified
to comment with any authority on the job subsidy proposal but would
fear its impact on the regular job market and its potentiality for
exploitation of young and other eligible workers.

Ve are also concerned about changes in the WIN program such as
the elimination of the requirement for 60-day counseling before
terminating assistance.

We do believe that the reform of the present weifare system is
sorely needed. We urge this committee to seriously consider the is-
sues we raise in our testimony. We would want any changes to move
in the direction of administrative simplification and to offer parents
the kind of support that would enable them to carry out their critical
function in our society.

Thank you.

Senator Moy~1izan., Well, sir, I do thank you. We do not have a
lot of time left for the panel.

I wonder if Mr. Pierce and Ms. Blank would wish to speak ¢

Mr. Prerce. We will be happy to respond to any questions that
either you or Senator Dole have.

Senator MoyN1naN. Senator Dole?

Senator Dore. Well, as I understand it, you prefer that we not
eliminate the food stamp program, is that correct ?

Mr. Pierce. That is correct.

Senator Dorr. What is the full impact of the statement “States
would be required to supplement?”

Ms. Brank. That whole package is related to the benefit level in
H.R. 9030. H.R. 9030 woul(f) set a benefit level of $4,200 and we feel
that, at that point, you need a requirement that' the State supple-
ment, so that children in States paying more, do not lose. The reason
we support the continuation of the food stamp program is that we
feel that if you guarantee an amount of income that is inadequate,
then there is not going to be enough money left over for food and
we may reach a situation where we abolish food stamps and § years
later down the pike find a need for food stamps, with the same kind
of malnutrition that we find in the early sixties in Mississippi and
in the South Bronx, we will find again.

We are not in faver of another layer of bureaucracy, but if there
is not going to be an adequate income guarantee, we think that the
food stamp program works very well now, and should be continued.

Senator Dorre. That is similar to the view that I share. It seems
to me that it would be one thing to recommend we abolish the food
stamp program, but if it is not replaced with an adequate program,
then we have not accomplished anything.
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I know that some of those who support that change make the
classic argument that poor people spend their money as wisely as
anyone else, but I think that that misses the point. You touched on the
point, or the concern, that some of us have who have worked with
the food stamp program for some time. I think we have finally made
the necessary improvements in it where it is a more responsible and
a more responsive program,

I think {’ast year’s food stamp reform is perhaps the biggest, most
effective, and positive change in the welfare system during the past
15 or 20 years, Just to throw out food stam{;)s under the name of
reform is something that many of us will probably resist.

Senator Moyniuan, I have to interject at that point, Senator. A
distinguished predecessor of mine, a Senator from New York State
in the late 19th century named Roscoe Conkling, was the author of
the dictum that when Dr. Johnson said that patriotism was the last
refuge of a scoundrel, he underestimated the potential of reform.

That is Republicans; they never change.

Senator Dorg. I am joined in this effort by Senator McGovern who
is another radical ike myself,

If the States are required to subsidize at the level that you suggest,
do you have any estimates on the total additional cost ¢

Mr. Prercr. We can provide that for the record, Senator.

[The following was subsequently supplied for the record:]

RE: SENATOR DoLE'S QUESTION CONCERNING COSTS OF MANDATORY STATE
SUPPLEMENTATION

According to HEW, in order to maintain benefit levels for recipients who
have zero income including those on AFDC, SSI, and General Assistance, it
would cost states $2.5 billion.

It would cost an additional $1.3 billion to grandfather current AFDC
recipients, to compensate for changes on eligibility rules. In order to similarly
cover SSI recipients, states would have to provide another $370 million.

Senator Dore. Because, as I understand the total additional cost
of the President’s basic program is in the neighborhood of $20 bil-
lion. I am not certain of the additional cost of the so-called middle-
of-the-road approach introduced by Senators Baker and Bellmon
and others, but I think it is around $8 billion.

Senator MoyNrHaN. $23 billion for the President’s program.

I have just one question which I will put to you. For example, on
page 9, you say that we are concerned about the provisions of H.R.
10950 and S. 2777 that place a limit on the amount available to the
seven-person family, and you suggest that this would offer an induce-
ment for families to break up.

Has the league got any data on that?

Mr. Pierce. Basically we have a very simple position, and that is,
so long as the family unit is larger than seven, we should provide
enough of a benefit level to enable them to live decently. While we
may have a policy of encouraging smaller families in this country,
we still have a lot of big families, and if there are more than seven,
treat them decently.

Ms. Brank. The other thing is, you are talking about a very

- 3mall percentage of the welfare population. So it would seem to be
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-awfully punitive for the very limited—the average welfare family
is 3.5——

Senator Moy~N1uaN. I could not more agree. But you do know, or
you do if you have been following these hearings that we have been
receiving testimony from some of the research people in the field,
%axticularly from an economist at the Institute for Research on

overty at the University of Wisconsin which we set up after we
got the poverty programs started. This testimony argues that most
of the things people know on this subject are not so, and that the
number of what we call, for better or worse, counterintuitive find-
ings is pretty devastating. His was quite devastating testimony. It
will be 15 years before it makes its way into something concrete—
if it is true, it will be 15 years before it will be something that
“everybody knows,” and by that time it will probably not be true

-any more. That is one of the problems of research in this thing, but
T have been interested in family policies for a long time and started
writing about this while I was in the Kennedy administration. And
I would like to put it to you that there is no organization more
interested in this field than yours. You have been there since 1920.

I am sure you are familiar with the newest Census Bureau infor-
mation on family structure in America, the P-23 series of the cur-
rent population reports entitled “Characteristics of American Chil-
dren and Youths: 1976.”

The report, for the first time in history, contends that now only
80 percent of children under 18 live with both parents in this country
now—that is at one moment. So that, over time I would say 60
would not be too low a figure.

Among minority groups that are associated with, or that have the
experience of, welfare, the figures are dramatically lower. They are
the lowest in the history of American data. Never has there been
such a small proportion of children living with both parents. .

And the only thing that correlates with this decline is the rise in
social welfare activity. And, as you would know, my sentiments are
entirely different, but we have some responsibilities here. What we
-do know is that living in a two-parent family, the normal experience
‘of nurturing, or what we thought of as normal, was never entirely
normal. T mean, if you went back to 1883, a third of the parents of
children then were either dead of cholera or snake bite or Apaches,
but still, we have had a notion that it takes two parents to conceive
the child and if you have two to raise them, that is probably better.
Probably never in our modern history have so few children had this
experience.

What do you think has happened ? .

Mr. Zemincer. It is difficult to answer a very complex question
like that, Senator. I would say this, that if the correlation between
what—and I know that you did not use that term, but I will--the
breakup of the American family and the rise of the welfare system,
if that appears to be a correlation, then I would not give it causal
effect, and I think that perhaps we might be confusing cause and
effect here. : .

T think that perhaps there is a correlation, but I do not believe
that the attempts that Congress has made, that various levels of
government have made, to alleviate the sufferings of children, to try
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and provide jobs for those who need it, I do not believe that those
really contribute to the breakup of families or to children living
without one parent or both parents.

Senator Moy~NinaN. I know that, sir, but let me say to you that
there is a very high correlation between fire engines and fires, and
one does not necessarily cause the other, but, do you accept that the
condition of American families has been deteriorating, in these
structural terms? :

Mr, Zrwincer. Yes, I do, sir. :

Senator Moy~ninaN. And do you accept that this is a large ques-
tion of public onlicy, and that we really ought to have some more
theory about it?

er. ZrLiNgER. Yes, sir, I do. I would like to add something to
- that, sir.

I think perhaps one of the reasons why we find ourselves in the
situation tﬁat we do, is that perhaps in the past we have paid some,
not sufficient, attention to families, but in my view, not nearly suffi-
cient attention to the importance of children. In our entire plethora
of legislative acts, there is not nearly enough attention paig to the
rights of children. There is not nearly enough attention paid to the
importance of children for the future of everythinf——not just for the
clountry, not just for the economy, not just for defense, but every-
thing.

I ghink that this is where we have failed and these are the benefits
that we now reap when we see a deterioration in the family—not
because we have 1gnored the rights of parents, per se, because they
have always been upheld, but because we have ignored the rights of
children, and these children, in turn, become parents and become
poorer parents because their rights were not sufficiently recognized
when they were children. -

Senator Moy~1HaN. Now, are you familiar with Alva Myrdal's
book, “Nation and Family”?

Mr. ZeiLinger. Yes, sir.

Senator Moynmuan. I got it reprinted and wrote a long introduc-
tion in 1968, It puts that proposition very well.

With a certain subtle transition, the question of rights of children
is sort of adversarial and argumentative, as against interests of
children. .

When you let lawyers take these things over, I wonder if you get
the best results$

Well, we do not know the answer, but we do know that a very
considerable effort, and maybe it is not enough, has nonetheless been
associated with extraordinary changes in éxmily structure in our
times. This is the first time in the history of the world that the
breaking up of nuclear families is associated with something other
than traumatic experiences of disease and accidents. And you should
know that, much to their discomfort, research scientists are begin-
ning to think that there is a closer relationship between our efforts
ti) prtilserve family structure and its decline than we might have
thought. .

This is the work of academicians at Wisconsin. It very much
echoes the original thoughts of Nathan Glazer in his essays at City
College in 1971 on the limits of social policy. He put forth the cen-
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tral proposition that it seems to be inevitably the case that all efforts
by governments to strengthen private institutions necessarily weaken
them,

Senator Loxa. Let me ask one question. I gained the impression
from your testimony that you think that any family with children
should be »rivileged to live comfortably without doing any work at
all. Is that correct ¥

Mr. ZeinNger. No, sir, I would not say that. I would say that——

Senator Lona. You suggest that a mother with children should
not be expected to do any work unless she wants to do it, is that not
right? That is the impression I gained.

Mr. Zrminger. OQur proposal, Senator, is that a mother with chil-
dren under seven is as gainfully employed as anyone in the Nation.
She is raising children. I do not know of a job that is either more
important or mors difficult.

Now, if she wants to take an additional job outside the home, that
should be her choice and she should be free to do so. We feel that
she should not be forced to do so.

In addition to that, Senator, if she were to go to work, then some-
one would have to take care of these children. Now——

Senator Long. All right. Now, let me ask you this. You think she
ougli¢ to be privileged to live comfortably without taking a job if
she prefers to stay in the home, right ?

Mr. Zeminger. She ought to be able to live in decency, and so

should her children.

Senator Long. I think you could answer the question yes, that
you think that she should be privileged to live comfortably in the
home with the child without doing anything to earn any income for
her own keep-—not only the child, but herself as well.

Mr. Prerce. Senator, one of the things that you have said year
after year, and I think it is a recognition that you have of the value
of providing day care, is that we ought to make it possible for
welfare recipients who want to provide day care, to provide day
care in their own home.

You recognize that that is a real job, and our tax laws, thanks to
a lot of your efforts, recognize that if a family day care mother pro-
vides care for another person’s family that that is real work, 1t is
counted as real work, and that she should get paid for it.

All that Mr. Zeilinger is saying, and all that we are saying, is
that if someone cares for someone else’s three children and it is real
work, and it is worth $400 a month, for instance, if a mother cares

for her own three children, that is real work. We may not be able ~

to monetarize it, we may not be able to recognize it in the GNP, but
caring for three kids is real work, whether 1t is your own three kids
or somebody else’s three kids.

Senator Lona. All right. Now, suppose we drop that down to
where she has one child. You still take the view that the mother
should be privileged to live comfortably if she looks after the one
child without taking any other work on the outside, or doing any
work for anybody else, such as looking after other people’s children?

.Mr. Prerce. Most of our experienee, Senator, is that if you offer
most mothers with one child a very high-quality day care oppor-

K
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tunity, they will indeed put that child in that high-quality day care
center and seek employment. -

Senator Lonc. I am talking about the privilege that you would
give that mother to live comfortably without doing any work, ex-
cept for caring for her own child.

Mr. Pierce. The key element is that there is no one, and particularly
in the bureaucracy, there is no social worker who understands whether
that child is physologically ready to go somewhere else, in our society,
we believe, other than a parent.

I have three children and they are in preschool. Two cf those
three children went to preschool and they went happily. One, it
would have destroyed the child and so we, as parents, made a de-
cision that that child should not go to day care.

There are some individual children who just should not go to day
care because it will destroy them. They will be useless citizens later.
They are not phychologically capable. We know that all children are
not alike.

Serator Lona. You would give every mother the right to make
that decision for herself?

Mi. Pierce. We believe that the mother is the only choice. We
cannot assign it to a bureaucrat, we cannot assign it to a social
worker. It is the mother—she has that responsibility as the parent.

Senator Loxa. If that is the case, you realize that others have to
pa % for that?

Mr. Pierce. Yes, Senator.

Senator Lona. Their neighbors, or other people who are working,
will have to pay for her staying in the home. Now, what would you
do about the husband ? Would he have the privilege of just abandon-
ing that family, or pretending that he is not there, as the case may
be, and therefore dump that family off on other workers to support?

Mr. Pierce. When you introduced legislation to try and have
fathers support their children adequately, Child Welfare League
came and had others testify to some length, supporting that testi-
mony with some very caréful protections to the rights of the mother
to make sure that she is not damaged. We supported your legislation
saying that the father, if he is able, ought to contribute to the sup-
port of his children.

Wae certainly believe that, Senator.

Senator Lona. Well, it seems to me that my view is about the same
as the majority of people in this country, that we tend to feel that
everybody ought to do something to help earn their own keep. If we
are not going to require that the mother do anything to earn any
income for that family, and we are going to permit fathers to escape
their burden of supporting that family, and you are going to support
people comfortably without working, you are going to have a major
increase in the number of people who would enjoy living that kind
of existence, I would think.

Mr. Pierce. We would not dare to quarrel with the experts on the
other side, but I think that there is a lot of data, including one of
the Brookings books by a man by the name of Goodwin, “Do the
Poor Want To Work?” and one of the findings, at least apparently
one of the findings of that book was, the answer is that basically
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most do want to work, because the welfare onus is such and the bene-
fits levels are so low that they indeed want to work.

This is a country that does, indeed, believe in the work ethic and
that includes welfare recipients.

Senator Long. I cannot buy that in its entirety. It is my impres-
sion that people we are trying to benefit with this program are
unfortunate people for a great number of reasons, but one of the
facts is that they found themselves the least successful in school, and
they have had misfortune along life’s path. As a group, they tend
to ge more poorly adjusted to the society in which they are living
and perhaps less talented than those who are earning their own way.

The king of jobs that you would make available to people in this
country would not the job of being President of the United States
and it would not the job of being chairman of the board of a cor-
poration, it would be down on the other end of the line. And those
jobs are not a lot of fun. I regret to say it, but the kind of work that
the average man does in this%ation is not fun at all.

Some people talk about the joy of work—well, there are not that
many kinds of jobs that have that kind of joy. It can be a pain, to go
out and report in every day for the average job. People work very
hard for what they get in life. The {)leople who tend to be the least
successful in this society, if offered the opportunity just to sit there
and get by without doing anything, I regret to say, would do so. The
most poorly motivated people we have in the crowd tend to be that
way. ,

I once had the privilege of being in charge of a Hobson’s choice
crew in the Navy. They had about 30 landing craft and they had
about 10 men on each one of them. One of them broke in two and
they said, well, we will put a crew on that one that broke in two.
We will put it back together in due course.

Every man give this craft one man. You do not think they gave
it the best one, do you? I am not sure they gave it the best officer; I
wound up being in charge of that outfit.

And T am telling you that that crowd just about drove me insane.
Every one of them had more problems than the average whole crew
on an average ship.

Now, when you are confronted with people who for some reason
just never seemed to make out very well at auything, somebody is
going to have to push those people to turn to and do what they
ought to do. A typical problem I had with the crew was that they
felt that when they got up in the morning, if they washed their face
and shaved off their whiskers, they had already done an hour’s work
before they turned to do some work on the boat. You almost felt
that if they went to the bathroom to relieve themselves they ought
to be paid for that. :

To get that crowd to turn to and do the kind of hard work that
needs to be done if you want to win a war, was a very, very difficult
thing to do. But somebody had to push people to do things like that
—and it does not make you po;;‘ular, if gg?x are the guy doing it. If
Yx;ou hear their conversations behind the scene, it would turn the air

lue to hear what they say about you, because you are the guy push-
ing those people.
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Somewhere along life’s path, I think we have to recognize that
the least successful people in our society need to be prodded, they
need to be pushed. You can lead them, but you cannot always get
them there just by pleading with them. Sometimes it occurs to me
that the good Lord makes us get hungry for a reason. Did it ever
occur to you that maybe He is trying to tell us something?

Ms. Buank. What we are most concerned about in this whole issue
is the-children and the kind of support that they get and that they
need to be capable, productive adults. And what we really fear—we
believe that raising children is a job and we feel that some women can
handle one job and some women can handle two jobs very well, but
we really fear that the day-care system in this country 1s terribly,
terribl inade(éuate and that millions of children now under 6 are
in inadequate day-care arrangements that are not giving those chil-
dren the attention they need to be ready to learn, to be ready to
become productive, contributing adults, and that they are neglected
children who are psycholo ical% unable to relate to other people in
many cases, and that a orcedy work requirement for mothers of
children under 6 without the combination of a very good, decent,
and what we admit, will be an expensive day-care system, will be
very harmful.

Senator Long. I share your objective, but it sounds to me that in
considerable degree you would advocate that people who have never
made the first wise decision in their lives continue to never make the
first wise decision, and that is to turn to and do something for their
own benefit, and that of their children. )

Mr. Pierce. We believe very strongly in encouraging people to
change their lives, to improve their lives, because we know how im-
portant it is for a child to have a good model in their parent. Not
everyone of any race or any income level is normally am%itious. My
father is 79 years old and he is still working as a carpenter. He is a
very ambitious man, and I came out of that family and it will be
fair to say, Senator, that I hope when I am 79 I will not still have to
be a carpenter. All of us have to learn role models and we know—
and we believe in social workers. We believe that social workers can
help some poor people learn the kinds of things that they need.

é:mator Lona. You should think in terms of one thing that is wise
and one thing that is not wise—or maybe you just ought to put it
basically on what you think is right and what you think is wrong.
Let’s say you have a person whose conduct is moving down the
wrong path. What he does is not good for him, it is not good for his
children, it is not good for society. I gain the impression that you
would permit him to continue to do that, and you would pay him
money that you tax away from other citizens to let that person do
what we just think is basically wrong.

It is something that is not goodg for society—not necessarily un-
lawful, but just not good for society. It seems to me it would be
better to say, look, we are willing to help you if you are willing to
move in the right direction and do what makes sense, but we are not
willing to subsidize a course of action that we think is not good for
you, not good for society and not good for your children.

32-926—78——4
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Mr. ZemLiNeer. Senator, there is hardly a week that goes by that
I do not get a call from some woman—of all ages, incidentally—
who says I am a widow, 1 am divorced, my husband has deserted me,
I have two or three children, I have a job to go to. I cannot have a
place to put these children. Will you take them into foster caref

Now, my agency does not provide that kind of foster care. The
only agency that does is the department of public welfare. And I
would not want to recommend to that poor woman that she place
that child in foster care, first of all because of the terrible drain on
the taxpayer, it is bad for the children and it is bad for her. But she
is caught in an impossible situation. She wants to work. She has been
oﬂ'ereg a good, decent job, but there is no place.

Now, there are one or two places. If they take her children, it will
cost her more than she can possibly earn. It is a losing proposition.

What we do not have is the proper backup system. There are lots
of women who do want to work, but we do not have the backup
system that will enable them to.

Senator Long. Well, we ought to provide day care, but now when
we try to do that, we should not be met with those who run the cost
up so that that is out of sight. For example, at the time we were
talking about day care when we were working on the family assistance
plan, we were confronted with those who wanted to run the cost of
day care up to $3,500 a year for one child.

Well, now, in my office at that time I had a very good secretary
making enough money to support two families very easily, or three.
She had known what it was to have someone look after her children
while she was working and fully understanding the problem and
knowing many people working in this office building had parallel
problems, she said to me, Senator, do you think we have to pay that
much for day care? I can show you places where you can get good
day care for a child for about $125 a month andy adequately take
care of the child while the mother is working. This amount was less
than half of what they wanted to charge us for day care.

What is the big difference? It is a matter of paying someone the
wages that you would pay a college teacher or a high school teacher
when basically all you need is someone that loves little children to
supervise play on a playground and things of that sort. But if we
are going to pay high wages I think you would be better to break
those jobs up to where instead of paying one person $12,000 a year
for what is basically a job of watching children play on a play-
ground, to pay two of them $6,000. Assuming they each had one
child, you would take the two families off of welfare and put them
both to work instead of having them both sit there doing nothing.

Does that appeal to you?

Mr. Pierce. In some instances you can make the economics of day
care work very well, Senator. The problem is—and I wish there was
some answer I could give you that would be other than the uncom-
fortable truth, as we see it, and that is good day care, the kind of
day care where my children or your grandchildren should be, costs
a lot more than we wish it did. It costs more than $100 a month. It
costs more here in the District, it costs more in New Orleans, it costs
more everywhere. Because, unfortunately, food costs are high, space
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costs are high, energy costs are high and the most important part of
the cost is staff.

We cannot have a person in charge of children who does not have
a certain amount of skill and who does not have a certain amount
of training, who is not competent, because if they are not competent,
if they make—the effect of their mistakes in a real bad day care
center will be felt in the foster care system, and we will be paying
extraordinarily higher costs over there.

We do not want to have day care be so expensive so that it keeps
people from going to work. We want it to be just expensive enough
so that children will benefit properly. We want them to be taxpayers
like the rest of us when they grow up and unfortunately it costs
more than any of the welfare bills that are now here, say, should
allow. It costs more—I have gone to day care centers all over the
country and the only way you can make the cost lower is either to get
a lot of volunteers or to figure out some other way to make the eco-
nomies different.

Senator Loxa. Well, at the time we are looking at it, the figures
we are talking about are probably outdated today because that was—
we are talking about something that was 8 years ago. But at the
time we were talking about, I gain the impression that if you let
people have their own money and decide for themselves how much
they are willing to pay for day care, what we are being asked to pay
on their behalf greatly exceeds what they would pay i% they had the
money to pay for it themselves and had that decision to make.

Mr. Prerce. The cost issue, for instance, in Senator Moynihan’s
State and in New York City, right now the real costs for a nonprofit
center which is running pretty efficiently and where they are taking
advantage of all of the cost cutting that they can, these are centers
that have been in operation since World War II, Senator, the costs
there are running $% per week per child. And the reason is that all
of these other costs—not just the payroll costs, but all of the other
costs that are related—and we wish that there was some way around
that. We have been trying to figure out ways to make day care more
cost-effective. It is very difficult.

Senator Mox~N1HAN. So & woman would have to earn about $20,000
a year to clear $10,000, actually take $10,000 home, if she had two
children in day care. :

Two comments. One, meant most seriously, and this is to the Chair-
man, and perhaps he has forgotten this, the real problem with the
U.S. Navy is that in 1830 they abolished the rum rations and there
was no incentive on board that LCTP. I mean there was nothing to
look forward to at 5 o’clock.

Senator Lona. They did not abolish it as far as my crew was
concerned, Senator.

Senator MovniaaN. In Sweden, homemaking is calculated as part
of the GNP. It might well be here.

It is an honor to have the Child Welfare League testify. We obvi-
ously kept yo